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OFFICE OF THE NASSAU COUNTY COMPTROLLER
NASSAU COUNTY DEPARTMENT OF ASSESSMENT

REVIEW OF PROPERTY TAX EXEMPTION PROCESSING

Property taxes greatly impact theoperty owners of Nassau County. % ®f all properties receive at least one prop
tax exemption, which results 95 billion, or34% of property value being removed from the taxable base. Whe
exemptions are improperly or falsely obtained, it is ultimately at the expense of other taXp#yene property pays
less in taxes, dier taxpayers have to make up the difference.

This audit was conducted to ensure that the Department of Assessment properly granted exemhptiompgialifying
properties. The audit began in 2016 under the pre@omsptroller and then was restarted2@18. As suchest work
primarily focused on the Tax Years 202814 to 2015016, additional analysis was performed on more rqg
information as more current data became available

We found that over the course of many years, propestyekemptions were poorly managed by the Departme
Assessment, and that during the audit period, recurring issues were discovered related to a lack of proper doc
or verification of eligibility. We identified approximately $33 million of 2016 property taxes associated witl]
guestionable exemptions which potentially shifted taxes to property owners who did not receive these exemptid
Specific findings include the following:

1 Over 8,400 Veteran Exemptions (18% of those granted) had service datgormation that was unrealistic,
incomplete and/or inconsistent, including 91 where the owner may be 133 years old or olddfurther analysi
showed 20 approved exemptions |isted military 8
entitled to Veterans Exemptions, however these exemptions should not be granted to ineligible parties or
those who did not earn them. This exposes taxpayers to the potential risk and possible reallocation of
million in property taes annually.

T Ri sk of fraud was increased due to numerous cont
Users had inappropriate access: over 100 wusers N
user roles were o t adequately segregated; and empl oyees

inappropriate level of access.

91 For eight years, the Department of Assessment was not managed by a NY State certified assessor as reqj
by the Nassau County Chater 8601. The former County Executive effectively controlled Assessment decis
froze the assessment roll, preventing the Assessment Department from keeping an accurate tax roll, fixi
mistakes and updating for recent sales on an annual basis.

1T By keeping an A A thistinmegeriddstheepredons Gounty &xecutivebypassedend of term
legislativereview andapproval. Additionally, the Acting Assessor did not meet minimum qualification standarg
by the County Charter. During tharae period, the full time staff at the Department of Assessment decreased
while overall County full time staffing decreased by only 16%. The Nassau County Charter provides for a tk
term of office for the Assessor, while tN&S Real Propertifax Law provides for a six year term for an Assesso
six year term could allow for merindependence for an Assessor from a county executive who servegedotarm

T Nassauds | ow Al evel of assessmento leedyyt prapeéer s
which inadvertently resulted in over $272 million in annual taxable value being removed from the tax bas
Auditors found that 88% of the properties personally owned by clergy that were approved for a parti
Exemption actally received a 100% exemption of assessed value. This means that many individuals rece
exemption pay no county or school taxes rather than paying a reduced amount. The NY State law limits the
on personally owned clergy property t&5500 cap of assessed value, but in Nassau County, Assessed V
calculated by applying a low ratio of the Market value. As a result, after applying the ratio, the Assessed
most Clergy properties fall below the $1,500 cap, inadverteatlging excessive exemptioridassau may be the o
county in NY State where the partial clergy exemption results in a full exemption due to assessment practic
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OFFICE OF THE NASSAU COUNTY COMPTROLLER
NASSAU COUNTY DEPARTMENT OF ASSESSMENT

REVIEW OF PROPERTY TAX EXEMPTION PROCESSING ( CONTINUED)

The Department of Assessment approved tax exemption applications after established deadiasy) the risk of
favoritism and shifting an increased tax burden to others. 30% of randomly sampled apgesapton application
were received after the statutory due date.

Nassau County is not in compliance with NY State regulations requiring an exemption impadigegathed to t
County Preliminary budgeind does not report adequateu@ty perfornance measuresiAn exemption impact repo
provides details of the number and types of exemptions granted each year and details the taxable value
providing important information to the public.

The Department of A s s e s s incensistahtswithe XY eState tcourtsnandcimcluded rs
invalidly coded exemptionsA total of 670 Invalidly Coded Exemptions were identified by NY State over 10
totaling over $900 million in taxable value being removed from the tax rolls. This irgltbatehese potentially inval
exemptions may not have been properly reviewed, approved or legitimately received.

The Department of Assessment does not maintain adequate procadaifesditors found that income for seni
exemptions were calculated difently by different employeassing their individual judgement as to which ite
apply to the income threshold

Estatesand new property ownegesge not entitled t@rior Exemptions; Auditors found that tl&xemptionswere not
removed and/or restored the tax rolls in a timely mannerTesting revealed Assessment did not recover 85
ineligible Estateexemptions received by estates and are allowing some exemptions to continue under the ne

We made a number of specific recommendations to increase securigntdraud, and correct the issues found, inclu
the following:

)l
)l

Implement a ondéime verification and update of all existing exemption categories that are not recertified ann
ensure that all previously certified exemptions are still eligiblevatid.

To assure that exemption applications are properly and equally processed, update and/or create operating
for the applications for various exemption types used in Nassau County and provide adequate training t
policies and procades.

Performa systems audit to identify any unauthorized access and establish an appropriate level of contr
computer system. Review all ADAPT computer system user names and levels of access to assure that only
individuals have accesand provide unique digital fingerprints to employees.
The County Executive & Legislature should take steps to modify the Nassau County Charter to be consistet
NYS Real Property Tax Law, which provides that assessors be appointed-t@artixm, not the thregear term i
the Charter. While a three year term is acceptable, a six year term allows for more independence fro
executive who serves a foyear term. All future County Executives and Legislatures should appoint onlyiep
individuals with proper certifications to be County Assessor.

The Department of Assessment should consult with the NY State Office of Real Property Tax Services to d
need for statutory changes to the personally owned clergy property tagtexerto address the inadvertent gran
of excessive exemptions.

Adhere to exemption application guidelines and deny applications received after the due datefiduard mause
and adequately document any applications approved after establishededue dat

Consistently verify all income and expenses reported on tax exemption applications and implement su
procedures to ensure that all supporting documentation is received and reviewed prior to approval.

Identify and review invalidly coded exempt®to determine if they were legitimate. Ensure procedures are i
to address any exemptions that NYS |ists as fAnot
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OFFICE OF THE NASSAU COUNTY COMPTROLLER
NASSAU COUNTY DEPARTMENT OF ASSESSMENT

REVIEW OF PROPERTY TAX EXEMPTION PROCESSING ( CONTINUED)

9 Develop procedures to ensure that the Department is in compliance with NYS reporting requirements for an H
Impact Report and develop meaningful performance measures to help the department work more efficiently.
Exemption Impact Report provides detailed information to the public annually on all exemptions granteq
County.

The Department of Assessment agreed with the findings, and provided a comprehensive corrective action p
addres$ng security issues andstating their intent to implement controls to prevent fraud. (See Appendix E for thy
Department 6s f ull response to the audit). A certi
the Legislature in June of 2018.

Specificallythe Department of Assessment Will:

1 Conduct a biennial verification of residency, ownership and relationship information for veterans to assure
qualified individuals are receiving these exemptions.

1 Document exemption process procedures an@rustservicing procedures, and expaffdrts to educaexemptio
applicants of the application deadlines and the required information and documentation needed.

1 Implement a committee review process for any exemption renewal applications providid apglication deadli
to determine i f fAgood c axemptiodsafterestablishecadeaddlineshed f or

i Strengthen its documentation verification process by creating an automated process for calculation of in
expense data.

9 Increase its outreach efforts by holding community based presentations informing residents of available e
and requirements.

1 Work with the Department ofnformation Technologyto: increase employee accountability measupesform an
annualsystems audliplan; develop an internal management information databaskss t r e ngt hen t
audit trails

I Produce and submit an exemption impact report t@fffiee of Management & Budgtis year to include in the 202
recommended budget document.

91 Provide training to employees and provide all future new hires exemption training.

1 Conduct a comprehensive review of all individuals that have access to the ADAPT system and assure ac
will be appropriate to job duties. The ADAPT access rightsheilieviewed for all users three times per year.

1 Review, change, delete and update all exemption codes by the third quarter of 2018, r@wiew for accuracy an
appropriateness all NY State exemptions and codes on an annual basis.

1 Work with the Count Executive and County Attorney to discuss modifications to state and local law that will po
affect the Countyds assessment system and its r
Legislature regarding the personallyreed clergy property exemption.

When property tax exemptions are poorly managed and unfairly granted, an increased tax burden is shifte
taxpayers. County property owners are entitled to a fair and equitable applafsproperty tax exemptions. In the c
of this audit, we identified $33 million in taxes related to potentially questionable assessment exemptions, w
shifted to other taxpayers. If this amount was equally shared by all property own#rsed¢hgear impact would be m

than $267 for each property owner.
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Executive Summary

Purpose

Ensure thathe Nassau County property taxemptionapprovalprocesss properly
monitoredby the Nassau @inty Department of Assessment;

Verify that exemptions are granted only to qualifying properties

Verify thatadequate documentation exists and is maintained to substantiate
exemption qualificationsand

Verify that the tax roll is properly restored when exemptions terminat

Introduction:

The Nassau CountyDepartment of Assessment i A s s e s is nespansibée Yor developing
fair and equitable assessments for all residential and commercial properties iNassau
County on an annual basis

The Department of Assessment collects and records residential, commercial and industrial
property information; validates building pernijtaaintains property records and tax maps; assists
the public through its outreachrogram; andprocesses applications for property tax
exemptions.

Property tax exemptions may exclude all or
base.When exemptions areimproperly or falsely obtained, it is at the expense of other
taxpayers. If one property pays ledsxes other taxpayers have tonake up the difference.
Property in Nassau County is assessed and subject to taxatioramdgesnption is granted under
Article 4 of the New York State Real Property Tax Law and varstaisites.

Per N a s s a oper&liogbutdgetsdpporting scheduleone of the stated goals of the
Assessment Department is ficorrectly process all New York State Property Tax Exemption
applications filed by Nassau County property owredgplications forproperty tax exemptions
are due to the Department of Assessment by the taxable stafsdateary .

1 The Department of Assessment website says they validate over 20,000 building permits annually, although the
Comprehensive Annual Financial Report lists over 30,000 each year since 2013.
2 The taxable status date in Nassau County is Jantfaoy the first business day of the New Year.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
i




Executive Summary

Summary of Audit Findings and Recommendations

Audit Finding

Audit Recommendations

1 The Department of Assessment Fails to Review
Questionable Exemptions; Auditors Found 8,289
Veterans Exemptions, 17% of Those Approved, D
Not Have Service Dates in the Assessment Data
System

2 Numerous Control Weaknesses Exist in the
Department of Assess me
Increasing the Risk of Fraud

3 For Eight Years Nassau County Department of
Assessment Was Not Managed by a New York S
Certified Assessor as Required by the Nassau Co
Charter

4 Nassau Countyds Low Le
Leads to Disproportion
Propertyd Exemptions,

Milion in Taxable Value Annually

The Department of Assessment should:
a) Obtain Social Security number and birth date with all future Exemption
Applications;
b) Arrange for a one-time verification and update of all existing Veteran
Exemptions. Require the following be included for verification and be entere
ADAPT:

i. Birth date of Qualifying Taxpayer/Resident;

i. Social Security number of Qualifying Taxpayer/Resident;

ii. Proof of Residency;

iv. Proof of Ownership; and

v. Relationship of Qualifying Taxpayer/Resident to the Veteran.
c) Implement a one-time system wide exemption verification for all exemption
categories that are not recertified annually to ensure that all previously certifig
exemptions are still eligible and valid;
d) Provide adequate staff training to assure that exemption applications are
and consistently processed; and
e) Explore options to periodically run collected social security numbers and
dates against a Death Database to identify exemptions to be removed.

The Department of Assessment should:

a) Review all user access names and levels of access to assure that only a
individuals have access to the ADAPT system, remove duplicate user accef
which currently exist and implement a system to continuously remove individy
who lose authorization, i.e. leave the Department.

b) Work with the Department of Information Technology to perform a systen]
audit, to identify any unauthorized access and establish an appropriate level
controls and role hierarchy in the ADAPT system.

c) Develop and utiize Management Information System Reports and excepf]
based monitoring to ensure all exemptions are properly entered, approved
monitored;

d) Review all ADAPT user levels and identify a protocol to properly segrega
users, and provide unique digital fingerprints for all individuals utilizing the syst{
ensure accountability;

e) Develop procedures to ensure that information is accurately and consiste
entered into the ADAPT system; and

f) The County should adequately staff the Assessment Department with ded
and knowledgeable information technology staff.

a) The County Executive & Legislature should take steps to modify the Nass
County Charter to be consistent with NYS Real Property Tax Law, which pf
that assessors be appointed to a six-year term, not the three-year termiin tl
Charter.

b) All future County Executives should appoint only qualified individuals with
proper certifications to be County Assessor.

The Nassau County Department of Assessment should pursue this issue wi
NYS Office of Real Property Tax Services and discuss the need for statuto
changes of the Exemption for real property owned by a member of the clerd
that the exemption is based on a percentage of Assessed Value instead of
dollar cap.
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Executive Summary

Summary of Audit Findings and Recommendations

Audit Finding

Audit Recommendations

8The

5 The Department of Assessment Approved Tax

Exemptions Received After the Taxable Status (Du
Date, in Some Cases Over Five Months Late, Whi
Can Result in Favoritism and Increasing the Tax BL
for Others

The Auditorés Sample T
Approved Senior Citizen Exemptions Should Have
Been Rejected Based on Miscalculations of Incom
Missing Documentation

The Department of Assessment Did Not Recover
of Ineligble Exemptions Received By Estates and &
Allowing Some Exemptions to Continue Under the
New Owners

Department of Asse
are Inconsistent with NYS Counts and Some
Exemptions are Invalidly Coded

The Department of Assessment should:

a) adhere to application guidelines and deny applications received after the
date, baring acceptable legitimate reasons; and

b) adequately document fles and retain supporting documentation for those
applications that have acceptable reasons and are legitimately accepted ev
they were received after the statutory due date.

The Department of Assessment should:
a) verify allincome and expenses reported on all Tax Exemption applicationg
proper supporting documentation;

b) implement supervisory procedures to ensure that all supporting documen
received and reviewed prior to approval, and

c¢) develop a standard worksheet for application reviewers that provides
consistency with respect to determining income.

a) The Department of Assessment should explore the benefits of creating a
standard ATax Exemption Restorati
sale/transfer as a requirement before a deed can be recorded.

A The affidavit should require tNh
exemptions, recover invalid prior and current year prorated exemptions, and
appropriate funds to the County. This should detalil invalid exemptions receivj
the Estate. This will ensure that invalid exemptions are recovered and collec
A A copy of the Affidavit be for
procedures developed to ensure timely review and removal of the exemptio
full restoration of taxes for current and subsequent tax years;

b) Assessment should require annual verification of Veteran Exemptions;

¢) Assessment should require social security numbers be provided with the
application and annual verification for all Exemption types that have a primany
residence criteria;
d) Assessment should create and implement procedures to use social secu
numbers to ensure that property owners do not receive exemptions on mor
one property for those exemptions with primary residence requirements; anq
e) Nassau County should explore the potential benefits of creating and requ
filing of a 6Change of Ownership
review and remove all related exemptions ensuring that invalid exemptions a
removed timely.

The new Assessor should:

a) Identify and review the invalidly coded exemptions to determine if they we
legitimate exemptions;

b) Ensure procedures are in place for the Department of Assessment to ad
any exemptions that New York Staf
¢) Review and reconcie the differences in exemption counts reported to Ne
State for past years; and

d) Implement accountabilty in the computer system for coding exemptions (i
those granting exemptions leave a digital fingerprint) or prevent the system fr
allowing a code that is not a valid NYS code.

Nassau County Department of Assessment Review of Property Tax Exemption Processing




Executive Summary

Audit Finding

Audit Recommendations

9 Nassau County is Not in Compliance with NYS
Regulations Requiring an Exemption Impact Report
Attached to the County Preliminary Budget and Do
Not Report Adequate County Performance Meast

10 The Department of Assessment Does Not Maintair
Adequate Procedures and Auditors Found that Inc
on Senior Exemptions were Calculated Differently k
Different Employees

The Department of Assessment should:

a) review NYS reporting requirements and develop procedures to ensure th
are in compliance and remain compliant moving forward, and

b) identify and review potential performance measures that can be tracked
perform departmental work more efficiently, such as the number of exemptio
applied for, and disclose the results to the public.

The Department of Assessment should:

a) Update and/or create operating procedures for all the various exemption|
used in Nassau County; and

b) Assemble all procedures in one reference manual, copies of which should
provided to each unit supervisor.

¢) Provide adequate training to staff on policies and procedures to assure t
exemption applications are properly and consistently processed.

d) Implement a procedure to review and approve procedures on an annual

k*kkkkk

The matters covered in this report have been discussed with the offictals @épartment of
AssessmentOn March 15, 2019ve submitted a draft report the Department of Assessment for
their review. The Department of Assessmembvided their response dkpril 15, 2019. Their
response and our follow up to their response are included at the end of this report.
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Introduction

Background

The Nassau CountyDepartment of Assessmenfii A s s e s ysigmespohsible for developing
fair and equitable assessments for all residentiahnd commercial properties in Nassau
County on an annual basis N a s s a uAsgessman®ollyid 2016included over 423000
parcels with a estimated valuef over $277billion3. Approximately 72% of thoseparcels
receivedat least one type of exemptifor a total of $9%illion in exemptions

The Assessment Rolis adocument listing, all of
the assessed values within an assess
jurisdiction together with their land and tot By the Numbers

values, the names and addresses of owners,

exemption data, property types and other penting ~ Number of Parcels  IE—_» 423,924

ont 2016 Nassau County Assessment Roll

information. Estimated Value of -
Parcels $277 Billion
% Receiving at Least
. 72%
. One Exemption
Exhibit | P
Total Val f -
ol vaue o $95 Billion

Exhibit | provides the count of parcels in Nassau Exemptions
County in 2016 by broad category accordingtothe . .\ .

New York State Office of Real Property TBX  RemovedDueto = 340,
Services. Exemptions

- Parcel

Broad Use Category Description Count ®
Agricultural 20
Residential 369,709
Vacant Land 15,449
Commercial 24,417
Recreation and Entertainment 943
Community Service 6,727
Industrial 1,251
Public Service 4,743
Public Parks, Wild, Forested and Conservation 665
Total Parcels 423,924

B For 2016, per NYS Office of Real Property Tax Services (ORPTS) Websitg

3 TheNew York State Office of Real Property Tax Services websitows the dtal Equalized Value of Nassau
County property for 2016 as $277 billion. The 2017 Nassau County Certified Annual Financial Report (CAFR)
shows an estimated Actual Taxable Full Valuation of
$264 bilion value. New York State totals were utilized in this report for consistency and comparison purposes to
other NYS totals.

4 Defined per Assessmeiltitttps://www.nassaucoumy.gov/1505/Glossargf-Assessment erms
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https://www.nassaucountyny.gov/1505/Glossary-of-Assessment-Terms

Introduction

Nassau Countis the second largest assessing entityew York Stateafter New York City.The
2018 AdoptedBudgetlisted property taxevenueas $814.7million®. Property Tax revenue for
the County is 27.8% of Major Operating FundRevenuessecondto Sales Tax Revenue&vhich
represented (0% of the 20B AdoptedBudgetRevenues see Exhibit Il below.

Exhibit Il

Exhi bi't (I shows a breakdown of Nassau Co U
Operating Budget.

NASSAU COUNTY 2018 REVENUES OF MAJOR
OPERATING FUNDS

Other Revenues,

12.5%_\

Departmental
Revenues, 8.0%

™~

Sales Tax, 40.2%

State & Federal
Aid, 11.8%

Property Tax,
27.5%

TheNassau Countepartment of Assessment

1 collects and records relevant residential, commercial and induswoy information;
9 validates building permits;

1 maintains property records and tax maps;

9 assists the public through its outreach programal

1 processes applications for property tax exemptions.

Property tax exemptions maxclude a portionor allofapr opert yés assessed
baseby having a partial exemption or being wholly exempt. Depending on the type of exemption
a property may or may not be exempt from Special Assessments, General Municipal, School
District and/or Special Ad ValoréhTaxes.

5 Property taxes in major funds excluding Interdepartmental TraremfdrSewer & Storm Water Resources District.

6 The Property (Ad Valorem) Taxed valorem property taxes are levied on real or personal propelbgal

government units including counties, municipalities, school districts, and special taxing districts. Ad valorem means
a tax on goods or property expressed as a percentage of the sales price or assessed value.
https://tax.findlaw.com/federdabxes/he-propertyadvaloremtax.html
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Introduction

A variety of exemption types apply to residential properties resulting in partial exemphan
removea portion of the Assessed Value from the Taxable B&eme properties are wholly
exemptresuling in all of theproperties Assessed Value hgiremoved from the Taxable Base.
Wholly Exempt properties atgpically parcelsowned by New York State, Federal Government
Agencies, Municipal Governments, School Districts, Special Distridseign Governments,
Indian Tribes, Community Service Orgaaiions, Social Organizations, Professional Societies,
Public Service Property, Industrial Development Agencies, Urban Renewal Property, Public
Housing, Private Subsidized Housing, Agricultural Property and Forest Property

When exemptions areimproperly or falsely obtained, it is at the expense of other taxpayers
Exemptions do not increase or decreasehé total amount of taxed to be collectedby a
government, insteadexemptions shift the payment responsibility to the remaining non
exempt taxpayes by increasing the proportionateshare of taxes they pay Essentially, fione
property pays less everyone else haghtare irmaking up the difference

Property in Nassau County is assessed and subject to taxatioramdsesnption is granted under
Article 4 of the New York State Real Property Tax Law and various staxbsit 11l below
demonstrates the effects of exemptions on taxpayers.

Exhibit 11 |

Exhibit 1 illustrates how the granting of property tax exemptions shifts the tax burdead®e t
without exemptions.

lllustration of How Property Tax Exemptions Effect the Distribution of Property T

Due by Taxpayers

Sample Homes Below are Part of the Same Property Class
Total Levy (Taxes to be Collected) = $2,000

& B R A

Collected
Assessed Value $100,000 $100,000 $100,000 $100,000
Taxes Due (Before Exemptions) $500 + $500 + $500 + $500 = $2,000
Exemption Type None None Partial Full/100%
Taxable Value (After Exemptions)$100,000 $100,000 $50,000 $0
Taxes Due (After Exemptions) $800 + $800 + $400 + $0 = $2,000
Increase / (Decrease) in Taxes $300 $300 ($100) ($500)

Note: Most property tax exemptions result in partial exemptions.

" Taxes meaning Tax Levies which ahe amount of money that taxing authorities (municipal, school or special
taxing districts) require to be collected through the property taxes to fund their operating budgets.
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Introduction

Per N a s s a aper&@ingubdgetywupporting schedule®ne of the stated goals of the
AssessmenDepartment is to correctly process all New York State Property Tax Exemption
applications filed by Nassau County property ownersApplications for property tax exemptions
are due to the Department of Assessment by the taxable statds dmteiary ?. Multiple
exemption types require recertification each year.

The County reports tax exemption statistics by Tax Roll Year to the YeW State Office of
Real Propertyrax ServicefORPTS) For 2016, ORPTS show804,986Nassau Countyparcels

were granted a total of 377,193 Exemptions(see Appendix A)valued at $95 billior?,

approximately 34% of the total land value of Nassau County

ORPTSclassifiestheseExemptionsinto nine Property Groups Within thesenine property
groupsthere are 62 different types of real property tax exemptions

The majority ofthe exemptions are in properfiGroup A0'°® which represents a total of 364,534
of the 377,193%xemptiongeported to New York State f@016

For Nassau CountyGroup Ais made up of 21 different exemption codes @&thbeled as
Residential Property Other Than Multiple Dwellings and MResidential Property Owned by
Certain Individuad. For illustration purposeskExhibit IV, below, combinesthe Group A
exemption typegto six categories

Exhibit 1V

Exhibit IV breaks down the major categories of 2016 exemptiomsGroup A

NASSAU COUNTY SUMMARY OF MAJOR CATEGORIES
OF 2016 "GROUP A" EXEMPTIONS

Veterans, 57.414, 16%

Improvements,

ome OVt 3
2241, 1%
/Clergv: 745, 0.20%

j—— Vohmnteer Firefighter,
3.989. 1%

—
g Senior Citizen, 10,102, 3%
\'\'anwus Other, 796, 0.22%

Star - Enhanced & Basic
289247, 79%

®The tax&le status date in Nassau County is Janu#tgrhe first business day of the new year.
Using NYS6s Equalized Exempt Value which is the Exefmpt
of the state equalization rate or class equalizatitm ra

0 Group A isfiResidential Property Other Than Multiple Dwellings and MResidential Property Owned by
Certain Individuals, and contains 21 of 62 of the Nassau County exemption types listed by New York State for
2016.
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Introduction

As the chart above illustratesietfollowing typeshold the largestnumberof exemptions within
Group A:

STAR and Enhanced STAR Exemptiq245,586 and 43,661 respectively)
Veterars Bxemptiong57,414)

Senior Citizes Bxemptiong10,102)

VolunteerFirefightedr Ambulance WorkeExemptiong3,989)

Home ImprovemetsOExemptiong2,241)

ClergyExemptiong745)

E

A general explanationof these exemptios and eligibility requirements can be found in
Appendix B.

Potential New Exemption

In order to develop an accurate tax roll, frozen since 2011, the current Countyi\Eexeadered
a reassessment @l residential and commercial propertiedccording to news repofts an

estimated 52% of properties will incur a tax increase while the remaining 48% will receive a tax

decrease for the 2020/21 tax year.

On March 31, 2019 the New York State Legislaturepassed its 2020 budgé&t'?, which
included a bill proposed by the County Executive, to phase in assessment increases over a
five year period. This phase in must be adopted at the local level.

This bill would be effectuatedby the County creaing anewii E X e mp in ordento
phasein assessment and tax bill changes for properties that would be facing increases with
the enforcement of the 20221 assessment ralft4

Thefive-year transitiorwould create aexemptionthatwould essentiallyexempt the associated
market value increadsy 80% in thdirst year, 60%in yeartwo, 40%in yearthree 20%in year
four and 0%in yearfive.

1 hitps:/iwww.newsday.com/lorigland/politics/nassateassessmeiuracurranl.2457809812/15/2018

12 Senate S.1505; Assembly A.2005; FY 202 Executive Budget Amendments,
https://assembly.state.ny.us/leg/?default_fld=&leg_video=&bn=A02005&term=2019&Summary=Y

B https://www.globest.com/2®/04/01/nystate175billion-budgetpassed/?slreturn=2019030416264/1/2019
¥ The proposed bill would allow the County to create an exemption in order toiptessessment and tax bill
changes for properties facing increases. An estimated 52% aT0%6®&sidential properties will experience

increases in Assessed Value, resulting in a potential 192,249 new exemptions to be processed each year during the

transition period.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
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Previous Audit

In 2011, the Office of the Nassau County Comptroller issued an audit repog Dephartment
of Assessmen The report addressed a number of issues in the Department of Assessment,
including severalindingsrelated to Exemptionghichincluded:

1 Lack of policy and procedures manual to guide the day to day business operations of the
Department;

1 Lack of adequate internal controls which were at the root of an error which erroneously
classified the Countydsd Theodore Roosev
Franklin Avenue as taxable for the 2010/2011 tax year, incurringzanfillion school
tax liability for the County; and

1 Inadequate segregation of duties, including a lack of supervisory review of data changes,
and the practice of employees entering o
approve.

Audit Scope, Objectves and Methodology

The objective ofour review was toexaminethe assessmemxemption approval processd
controls usedo ensure only qualifying properties were given an exemption, vihatadequate
documentation exists and is maintained to suhbstathe exemptionsand verify thatwhen
exemptions are removgthe properassessed valugrestored

The scope of the review was initially 2013/12014/15 tax years.

There were delays in the Department of Assessment providing requested inforroatin t
Auditors. This interrupted the timing of the actual field work which then resulted in the scope
being expanded to the 2016 tax year.

Testwork primarily focused on Tax Years 2013/14 to 2015/16. Additional analysis was performed
on more recent infmationas more current data became available.

We reviewed applicableew York State an@ounty laws, ordinances, resolutions, and directives
and interviewed key employeesthbie Department of Assessmentdiotain an understanding of
the exemptiongrocess We examinal the various categories ekemptionsand traced exemptions in
our test samples back to the supporting documentation.

We believe our review provides a reasonable basis for the findings and recommendations
contained herein

15 Limited Review of the Department of Assessment, 10/3/11
https://www.nassaucountyny.gov/DocumentCenter/View/3803
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Findings and Recommendations

AUDIT FINDING (1)

(1) The Department of Assessment Fails to Review Questionable Exemptionsuditors
Found 8289 Veterans Exemptions 17% of Those Approved Did Not Have Service Datesn
the Assessment Data System

Auditors found thathe Demrtment of Assessmeihiasinsufficient systemrecords and lack
controlswhich limit both their ability to adequately monitor arehtoveproperty taxexemptions
that no longer qualify.

For 2016, Nassau County grantexemptions of $95 billion(including STAR exemptions)
removng 34%of the total land value r om Na s s au Co yimcteast the dffectvea b | e
tax rate for those not receiving exemptions.

In 2016, the Mw Y ork City Office of the Comptroller released a repbthatfound that the Ew

York City DepartmentoFi nance failed to remove the Sen
from at least 3,246 properties after the homeowners hadAtiedrding to the reporthis resulted

in a loss of property tax revenue of at least.83%illion from fiscal years 2012 through 2017

The report noted thalhe New York City Department &finance failed to enforce the requirement
thathomeownersreagp f or t he Seni or Ci t ievergtwo ydassramdohatn e r
the lack of a reapplication pocesamay have allowed properties to continue receiving exemptions
for many years after they were no longer eligible.

AuditorsaskedNa s s a u C o u Adting Assesdowhatmantrols are in place to ensure that
similar issues do not occur in Nassau ftyufor Senior and/or Veteran Exemptions. He stated
that Senior Citizen Exemptions are recertified annually. As a result, renewals would not occur the
year after death and Exemptions would be removed. He explained, however, that Nassau Count
does notequire annual recertification for Veterans Exemptions because it is not required by New
York State.He acknowledged thafeteranExemptionsremain as an exemption untih @vent
which di squal i f disggalifying everte ) repontettoi them su¢has death or
change of ownership

SinceVeterans Exemptions aret recertified, disqualifying events may occur long before they
are identifiedoy Assessmenallowing ineligible Veteran Exemptions to perpetualia taxpayer
moves and the prepty is no longer their primary residenas, dies and the property is not
occupied by a qualifying uremarried surviving spousthere is a potential that ineligible people
(renters or beneficiaries) could occupy the home while the pasrectlyreceives the benefit

of the Exemption, potentially for years, before ownership changes.

New York City applications for both Senior and Veteran Exemptions require aaietland social
security number. This data allowé&tew York City Auditorsto verify cantinued eligibility.

16 City of New Yorki Of f i ce of the Comptroller: Audit Report on
Administration of the Senior Citzen H@amo wner s 6 Exempti on Program, July 7,
(https://comptroller.nyc.gov/wpontent/uploads/documents/SR16_087A.pdf)
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Nassau County collects birth date and social security numbers for Senior Exeroptioremd
not for Veteran Exemptions.

As of 20157, the NYS ORPTS website shows that Nassau Countyad 57,295 Veteran
Exemptions This removes an equalized assesse#alue of $5.8 billion annually from the tax
basewithout further recertification.

The Department of Assessmerd seliance on a taxpayer to report a primary residence
change, a beneficiary to report a death or waiting for a change of ownghip doesnot provide
sufficient control to ensurethat ineligible exemptions are removed.The continued renewal of
ineligible exemptions unnecessattitgnsfergdhetax burden and increases the effective tax rate for
those that do not receive the exeropti

In a 2018&statewidaeport, tle New Y ork StateComptroller(OSC)statel that anfiassessor should
review the decisions of his or her predecessors in the role and periodically verify that current
property owners are still eligible for exemptions thandbrequire annual documentation. Recent
OSC audits have found assessors failing to verify whether supporting documentation was
maintained for exemptions granted prior to their term. These practices are very important, but
time pressgres and paper recorfds older exemptions can make carrying out this responsibility
daunting 1

When theAuditors attempted to identify potential ineligible Veteran Exemptjans found that

the Department oAssessmerdoes not collect birthdates'® on the Veterars épplications and

there is no standard field for birth date in the Veterars Bxemptionssection of theassessment
tracking system used by the County, thADAPT systent®. Lackinga complete set dfirth

dates, we analyzed data based on what was recorded in ADAPha& fADate Servic
help determine approximate age and reasonableness that the Exassgitilovalid.

Of the 47,776 Veteran ExemptioHisapproved for 201539,366 82%) appear reasonable with
Military Service Dates between 1936 and 2(Hdwever, for the remaining 8,410exemptions
(18%), the Auditors determined that the service date information wasunrealistic,
incomplete, and/or inconsistent Of those 8,410we noted the following

1 8,289 hadno Service Dates listedFurther, of the 8,289:
0 8270 did not list Application Dates in the System;
o 8257 did not have Evidence that Proof of Service Exists or was Reviangkd;
o Only 12 of these recordsad Social Security numbelisted in the system

17 Nassau County Department of Assessment provided a list of 50,776 Exemptions for the same time period showing
47,776 were approvedinalysis for this finding was based on the 47,776 listed as approved by Assessment for 2015.
There was a change in the way Veterans Exemptions were recorded in the system, for 2016 and future years, makin
the 2015 data more consistent for analytical and ewisgn purposes.

18 Office of the New York State Comptroller: Property Tax Exemptions, February 2018 report.

19 Note NYS Applications do not request Birth Date

20 ADAPT is an iasWorld product for housing appraisal and property tax information which ibyties

Department of Assessment and shared with other Nassau County Departments.

21 This includes all Veteran Exemption tygaesluding new applications and those approved exemptions rolled

forward from prior yearsThis does not include eops.
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Additional analysis of the 47,776entioned aboveevealed that:

1 91 showed Military Service startedprior to 1901, which would unrealistically make
the owner an estimated 13§ears oldor older;

1 210showedMilitary Servicestarted between 1901 and 1929 (agssmatedo be 105133
which is unrealistig and

1 20showedMilitary service starting after 2020

I n January 2019, the wor | d? Asinditattcabdve7mecardsp a s
indicatedthe homeownemay beover 113 years oldncludingone record where thgroperty
ownerwould be B3. Records indicate thahere is little information in the ADAPT system to
confirm if the 8,28%xemptions (with namilitary service dates) are valid, yet they removed the
equivalent of $774 milliof? in Market Valué®. This exposes taxpayers to the potéial risk and
possible reallocation of up to $22.8 million in property taxes annually

Nassau Coumt 6Veteransare entitled to Veterarisxemptiors, however these exemptions should
not be granted to ineligible parties or misused by those who did naheann

During our review £39,376 exemptions witlservice datelstedbetween 1901 and 2014 we noted
a large numberlé4,968 or 38%)listed the year servicestarted as 2001 Auditors analyzedhe
2001date® noting that:

14,780 showed the year serviceled as 2001
10,012 did not have an Application Date recorded in ADAPT,;

13 did not have recognizable application years, for example geangvere listed as 0159,
0178, 0200, 0964 and 1082;

1 3,226 were listed as applied between 1903 and 2000, beforethé&a6vice Start Date;
1 31 applied in 2001; and
1 1,686 applied between 2002 and 2020.

As identified aboveAuditors determined that dataas missing, contained errors and was
inconsistentThis illustrates thatver time, the processing of Veteran Exemptins hasnot been
properly monitored, and updated in the ADAPT system Overall, the data reviewed, or the

lack thereof, suggests that there is a potential that multiple properties could be occupied by peoplg
not qualifying for the exemption.

We determinedhiatthe Department oAssessmentas not beentilizing effective preventative
controls likefiexception reportinggmethodology to identify potential problems and address them.
This is not necessarily exclusive to Veterans Exempti@¥s numerous occasionge requested

22 http:/time.com/5508135/worldldestmandiesjapan/

23 Estimated by applying the 2016 Nassau County Level of Assessment of ¥4 of 1% (.0025) to the Assessed Value of
these properties. Level of Assessment is the percentage of full market value at which assasspmnaverage,

made in a given assessing unit.

24That price in an open market at which a willing buyer would buy and a willing seller would sell neither being

under abnormal pressure and both being fully informed.

25 Received on November 9, 2016.
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examples of Management Information System reportsAbkagssment administratonsight be
using to manage the Exemption graad rone were provided.

Proper internal controls require that supervisors and/or management periodically re\k@aovwor

to ensure accuracy of dataGuidancé® on Monitoring Internal Control Systemsuggest that
organi zations use monitori ng rmalyssofaiapp@miate i n
follow-up on, operating reports or metrics thaght idenify anomalies indicative of a control
failured  a nugerviBoBy reviews of controls, such as reconciliation reviews as a npamaif
processing

Audit Recommendations:

We recommend thahe Department of Assessment
a) Obtain Social Securitpumberandbirth date with all future Exemption Applications
b) Arrange for a ordimeverificationand updatef all existingVeteran Exemptions. Require
the followingbe includedor verificationand be entered into ADAPT

i. Birth date of Qualifying Taxpayer/Resident
ii. Social Securitynumberof Qualifying Taxpayer/Resident
iii. Proof of Residengy
iv. Proof of Ownershipand
v. Relationship of Qualifying Taxpayer/Resident to the Veteran.

c) Implement a onéime system wide exemptiaerificationfor all exemption categories that
are not recertified annually to ensure that all previously certified exemptions are still
eligible and valid;

d) Provide adequate staff training to assure that exemption applications are properly and
consistently processednd

e) Explore optionsto periodically un collectedsocial security numbersand birth dates
against a Death Database to idengifgmptions to be removed

26 Committee of Sponsoring Organizations of the Treadway Commission (COSO), Guidance on Monitoring Internal Control
Systems (January 2009)
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AUDIT FINDING (2)

(2Nu mer ous Contr ol Weaknesses EXxi st in the D
System, Increasing the Risk bFraud

During our review Auditors identified some system limitations and control weaknesses that
indicatad thatthe Exemptiond&Jnit wasnot beng properly monitored or managedlanagement
information reports were not made available to the Auditors arod@xist Attempts to obtain
information wereunsuccessful. Thikmited our ability to ensure that adequate contreése in
place.System users had inappropriate access and user rolesre not adequately segregated.

Specificlimitations andcontrolweaknessemclude:

1 Auditors identified three employees, two of which were employed by the prior County
Executiveds office, with an inappropriat
made the Department awar e rneedusthattheyremdveds e s
the access from those usérs

f TheActing Assessor had 28 accestes® in ADAPT related to Exemptions$, of which
hadthe ability to make changes ¢éaemptiondata Further analysis would be required to
determine if he had otheples with the ability to make changes in other modules of
ADAPT.

1 Userdefinedrolesfane of t h exempt@ rdoeknetprevidepropefiinternal
controf® to adequately segregate dutigsssessment clerks are trained on pecific
exemption types and related documents required to qualify for those specific
exemptions. However, ay Exempt01l userwith edit status hal the ability to make
changes to any other ExemptO1 users workThere were over 100 user® with
Exempt0ledit status.

1 On multiple ocasionsve requested samples of Management Information System Reports
to help us undstand what information Managememis beerusing tosupervise and
review the work of the ExemptionsUnit. No reportswere provided whicloffers no
assurance that thanit, as a wholeyas beingproperly monitored and reviewed.

2”The former |1 .T. Iliaison for the Assessment Depart me
system, reted in December 2017, and has not yet been replaced.

28 As of February 2017

2% Standards fomternal Controln the FederatGovernmen{United States Government Accountability Office

(GAO) (The Green Book)t1.14Management designs control activities toitiomser access tmformation

technology through authorization control activities suchrasiding a unique user identificatiam token to

authorized users. Thesentrol activities may restrict authorized users to the applicatiofsotions

commensuate with their assigned responsibilities, supporéing@ppropriate segregation of duties.

30 As of February 2017
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Findings and Recommendations

l

Audit Recommendations

Assessment was unable to provide a searchaflax Roll. During the prior 2011 Audit

of the Department of Assessment, we were provided with both a searchable Excel and
Access version of the complettax roll from 200771 2011. During this current audit
multiple unsuccessful attempts were made to obtain a current searchable tax roll in the
same or similar format to assist us in data analysis and testWernwere ultimately told

by thelT staffassgned to Assessmenth ag thrii201%he roll resided on the now retired
Wangsystem and t hat the r odrdnewi2tlleia8Wotldh(ADARIY h c
Ssystem. Per Ashe ®rsmahasscontplétsly chamgedanditiey could only
provid etxt files for all years 2012thraur r ent ét he same data weg
for tax billing purposesé.that | oan Wer o
obtained those Atxto files and they are

On multiple occasions during data analysis the Auditors noted that data was missing, or
data recorded in certain system fields was incorrect or not consistent with the parameters
of those fields. For example, as described earlier, of the 47,776 V&reamptions
approved in 2015, we noted that 8,289 had no service date listed, 91 had service dates prio
to 1901 indicating that the veteran is 133 years or older, and 20 showed service starting
after 2020. Of the 8,289 that had no service dates list&@, @2 not have application

dates and none had service end dates.

We recommenthatthe Department of Assessment:

a)

b)

Review all user access names and levels of access to assure that only authorized individual
have access to the ADARSlystem, remove duplicate user access names which currently
exist and implement a system to continuously remove individuals who lose authorization,
i.e. leave the Department.

Work with the Department of Information Technology to perform a systems audit, to
identify any unauthorized access and establish an appropriate level of controls and role
hierarchy in the ADAPT system.

Develop and utilizeManagement Information System Repo#asd exception based
monitoring to ensure all exemptions are properly enteqgokoved and monitored;

Review all ADAPT user levels and identify a protocol to propsdgregateisers, and
provide unique digital fingerprints for all individuals utilizing the syst&nensure
accountability

Develop procedures to ensure that infoiprais accurately and consistently entered into
the ADAPT system; and

The County should adequately staff the Assessment Department with dedicated and
knowledgeablenformation technologgtaff.
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AUDIT FINDING (3)

(3) For Eight Years Nassau County Deparnent of AssessmentVas Not Managed by dNew
York State Certified AssessomlsRequired by the Nassau CountyCharter

Betweer2011land mid2018,New York State héino recordf the Former Acting Assessbaving
attained certification as a New York State ifed assessomor did he meet the other minim
gualification standards set by the County Charter.

The Nassau County Charter requires that every assessor attain certification as a New York
State certified assessor within three years dfie beginning of his or her initial term of office.

Any assessor who begins a new term of office without atigirertification during a prior term

of office shall attain certification within twelve months of beginning such new tdime. former
Acting Assessor remaidean office from 2011 until June 2018 without the required qualifications.

The Nassau County Charter 8 601 establishes the Department of Assessment and the Count
Assessor positiorfiwho shall be appointed by the County Executive, for a term of three, years
subject to confirmation by the County Legislatore.

The duties of the Assess(® 602) are tagiassess all property situated in the County and liable to
taxation for state, county, town, school and/or special district purposes and to prepare the
assegwent roll with the assistance of the Deputy Assessors

The former Aatcitrugal Asseadsorions t he Countyds HUme
0

Deputy Assessoro but he was referred t as

years, 20122018. (See pictorial below)
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Findings and Recommendations

October 27, 2017

Assessment | Nassau County. NY - Official Website Page 1 of 1
CONTACT US
Verification of Tax Map Info

To File Electronically - Click Here Under “Contact Us” was a picture and
name of the Former County Executive

Assessment

The Department of Assessment is responsible for developing fair and
equitable assessments for all residential and commercial properties in

Nassau County on an annual basis. Nassau County's assessment roll The Former County Executives picture was right
includes over 423,000 properties with a value of $264 billion. It is the above the Acting Assessor’s name and title
second largest assessing entity in the State of New York after New

York City. Acting County Assessor

Contact Us
Responsibilities
County Assessor's Office

The Department of Assessment collects and records relevant 240 Old Country Road

residential, commercial and industrial property information. We validate Mineola, NY 11501

over 20,000 building permits each year by confirming all new

construction and including the new value on the next assessment roll. Ph: 516-571-1500

The department maintains property records, tax maps, answers public

inquiries, assists the public through its outreach program, and Hours

processes applications for property tax exemptions and the Basic and Monday - Friday

Enhanced STAR programs for qualifying Nassau County homeowners. 8am.-4:30 p.m.
Assessment | Nassau County. NY - Official Website Page 1 of 1

By appointing and promoting amcertifiedacting assessoit appears thathe former County
Executiveeffectively controlledAssessment decisionBhe former County Executivé@gnedtwo
Executive orderstopping the annuatassessment Thi s techni cal nfreez
hindered the former Acting Assessor and the Assessment Departmentdetmg obligationto

value every property at currentarket value in a fair and equitable manraard preverdd the
Assesment Department from keepiram accurate tasoll, fixing known mistakes, and updating

for recent sales on an annual bas#é1 i A ¢ t Al snsge <auldl es3entially beemovel by the
County Executivest any momentas hedid not receive Legislature approwaid did not have a
protected term

In 2017, the Nassau County Legislat@@opted d.ocal Law which no longer allows acting
department heads to serve more than six months without confirmation by the Legi¥lature.

31 The Nassau County Charter, April 2, 2018, Article Il Execut®283. Responsibility for administration; powers

of appointment and removal:oNndividual shall serve as acting head of a county department or office for a period
longer than six months without confirmation by the County Legislature, to the extent such confirmation is required
under this subsection or any other provision of thiar@n. (Amended by Local Law No. D17, signed by the

County Executive December 26, 2017.)
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It is also noted thate Nassau Count@harte?? provides for a three year term of office for the
Assessor while thBYS Real Property Tax Lat¥provides for aix yearterm for an AssessorA
six year term could allow more independence for an Assessor.

By appointing an acting Assessor, thenfer County Executive was able to bypass both of the
term limits mentioned above and effectively control the Assessment Department for eight years.

During the same time period, the fulltime staff at the Department of Assessment decreased

by 4%, while overall County full time staffing (exclusive of Nassau Community College),
decreased by approximatelyl6% . No other County Department experienced as large a decline
in total filled positions between 2010 and 2018 than the Assessment Department. \ElzbIlbi/
shows total filled positions in the DepartmentAsisessment

Exhibit V

Exhibit vV shows the number of total filled positions in the Department of Assessment for one pay
period per year from 2010 to 2019.

Nassau County Department of Assessment
Filled Full Time Positions

222
&
S
2 9
£ e
= 15 9\1 55
= 47
= 139
- T 130
=2 oo 123
= IS e
=t 113
o q\\ Q,\'\' Q,O Q,\"‘ e Q,\\‘ Q,\'\ Q,\°° >
QC: c‘)% COQ %6 %6 CO‘Z'Q %Ca COG (‘70 \’5\0’

Source: Nassau County Payroll Registers

32 Nassau County Charter Section 601.
33NYS Real Property Tax LaBection 310 Paragraph 2.
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While the current appointed Assessor maditgualifications and is approved by the Legislature,
the former Acting Assessor did not meety of the other minimum qualificatistandardset by
the Nassau County Chartét.

Several steps have been taken to improve the operations of the Assesspaeim &re:

1 The rew County Executive had an Assessor in June of 2018 who possesses the proper
certifications for the first time in eight years;

1 The new County Executive and Legislatareaedover 80 new full time positions in the
Department of Assessmten the 2019 budget to help improve staffing levels at the
Departmentand

1 The County Legislature chaedthe County Charter to prohibit acting department heads
from remaining in an acting capacity for more than six months

Audit Recommendatiors:

We recanmend

a) The County Executive & Legislature take stepsodify the Nassau County Charter to be
consistent with NYS Real Property Tax Law, whppovides thatssessarbe appointed
to a sixyear term, not the thregear term in the Charter.

b) All future Courty Executives appoint only qualified individualsth proper certifications
to be County Assessor

AUDIT FINDING (4)

AMNassau Countyds Low Level o f AsSsessment I
APersonally Owned Cl er gRemoitng @amp Excessyoti27FE x e mp t
Million in Taxable Value Annually

Auditors found that 88% of the properties personaliyned by clergythat were approved for a
partial Clergy Exemptiof® actually received 400% exemptionof assessed valu&his means

that many individals receiving this exemption pay no County or school taxes rather than paying
a reduced amount.

34 Minimum qualifications include a degree from an accredited-jear cdlege and one year of satisfactory full

time paid experience in an occupation involving the valuation of real property; or a degree from an accredited two
year college and two years of satisfactory-fuie paid experience in an occupation involving thiugtion of real
property; or designation by the International Institute of Assessing in one of five specific titles.

35NYS Exemption Code 41400, defined as Real property that is owned either (1) by a member of the clergy who is engaged in
the work of hisor her religious denomination or who is unable to perform such work because of age (over 70 years) or impaired
health or (2) by the uremarried surviving spouse of such a member of the clergy is exempt from general municipal and school
district taxes tohe extent of $1,500 of assessed value, provided that the owner is a resident and inhabitant of New York State.
Such property is liable for special ad valorem levies and special assessments.

Nassau County Department of Assessment Review of Property Tax Exemption Processing

16




Findings and Recommendations

New York State law limits this exemption with a $1,500 ¥ap Assessed Valiastead of using
a flat percentage (%) of Assessed Value, as used for other exdiops.

In Nassau County, Assessed Values are calculated by applying a low ratio to the Market
Value. As a result, after applying the ratio, the Assessed Values of most Clergy properties
fall below the $1,500 Capinadvertently causing excessive exempiis.

There were 694 properties in 2016hat receivedlergy exemptions with a Market Value worth
$272.8 million that should have been limited to a total of $1 million using the cap. This resulted
in excess exemptions totaling $271.7 milliqkee Appendi C for details).

These 694 exemptions shifted an estimated $8,000,000 in overall property taxes from those
receiving the exemption to those that did not. Over the last decade, these exemptions remove
more than $2 billion of market value from the tax betséting an estimated $80 million in overall
property taxes, of which approximately $13 million was for the County péftion

To illustrate how this occurs, we usad actualproperty that received ¢éhclergyexemption in

2016. As seen in ExhibitI\below, instead of assessing a property at a market value of $422,400,
Nassau County Assessment applied a ratio of .0025, known as the Level of Ass@sOngiit

and calculated the Assessed Value at only $1,056, which is well below the $1,500 exemption CAP.
As a result, this partial exemption which was meant to be capped at $1,500 now inadvertently
becomes a full 100% exemption.

By using aLOA of .0025, any property with a $600,000 or less market value would fall beneath
the $1,500 CAP and be fully exempih September 2018\Jassau County changed th®A to

1/10 of 1% (.0010) effective for tax year 2020/Zhe new change of LOA to .001 will mean that
Clergy owned private property valued at $1.5 million or below will be fully exempt.

36 The clergy exemption is capped at a maximum of $1,500 of adseaks provided the owner is a resident and
inhabitant of New York State.

STNYS reported 745 Exemptions (Exemption Code 41400) in 2016. Nassau County Assessment provided the Auditors
with a list of 741. We reviewed the list, removed duplicates and éelciremptions reducing the count to 694.
Based 2016 estimated Mar ket Val walus taaratefor 3046, esigmatbidabyg s a u
New York State at $29.40 per $1,000 of full value, rounded to the nearest tenth of a dollar. Thec28d6€ county

portion outside of New York City was estimated at $4.8 per $1,000 e¥didke. The overall full value tax rate is
estimated based on a combination of levies, for county, city, town, village, school district, and certain special district
purposes. Due to the complexity of taxing jurisdictions and Nassau County havolgss groperty tax system, it is

not possible to determine a countywide clsgscific rate.

% The Level of Assessment is the percentage of full market value at wdsebsanents are, on average, made in a
given assessing unit. Nassau County Department of Assessment values residential property using a Level of
Assessment of ¥ of 1% (.0025).
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Exhibit V|

Exhibit M below illustrates how applying the Level of Assessment of .0025 to the Market Value
causes a single propertyds Assessed Value t]o
the removal of $420,900 from the tax bdeepne property

Effect On Taxable Value When Assessing One Nassau County Clergy Owned Property Using A Low Level
Assessment (LOA) Rather Than Market Value

Partial
Clergy
Market Assessmer Exemption Taxable
Assessed Value Using Value Value Cap Value
Market Value $ 422,400 $ 1500 $ 420,900
Level of Assessment (.0025 x $422,400) $ 1056 $ 1500 $ =

After applyirg the Clergy Exemption, the property above should have had a taxable market value
of $420,900 but instead became 100% tax exempt.

This reduction to the overall tax base becomes a burden on the remaining taxpayers, who do nat
receive this exemption, caugithem to make up the difference in the General and School tax
obligations not paid by Clergy for their personal real estate.

It is important to note that this finding relates to a specific code of property (NYS Exemption Code
41400) meant to begartial exemptionfor property personally owned by clergyanddoes not

apply to property owned by actual Religious Corporations or Institutionswhich qualify as

wholly exempt, receiving afull 100% exemption.

In recent years, the number of exemptions fordRalis Corporations or Institutioggew only by
7% (2008 through 2017), while thexemptions for property personally owned by clergy
increased by 76% over the same time period

Au di amalysg’f exemptions on personally owned clergy propéstynd tha:

1 88% (610 of the 694) of properties that qualified fpagtial Clergy Exemptioft actually
received afull 100% property tax exemption resulting in the unintended removal of
approximately $226.7 million from the 2016 Taxable Base.

40 See Appendix C for detailed analysis.

41 NYS Exemption Code 41400, definesl Real property that is owned either (1) by a member of the clergy who is
engaged in the work of his or her religious denomination or who is unable to perform such work because of age
(over 70 years) or impaired health or (2) by theemarried survivingpouse of such a member of the clergy is

exempt from general municipal and school district taxes to the extent of $1,500 of assessed value, provided that the
owner is a resident and inhabitant of New York State. Such property is liable for special athvaloes and

special assessments.
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1 In all, if properlyapplied, the $1,500 exemption cap would have limited total exensption
for 694 properties to no more than $1,041,000 of total Market Value, instead of
$272,809,639.

1 In total, the application of this CAP resulted in the elimination of 94% of Clergy owned
property from the Taxable Base in 2016.

We estimated thimpact of the clergy exemptiaver 10 years to illustrate its lostgrm effect on
those not receiving the Exemptiorkxhibit VII below quantifieghe effect on Nassau County
Taxpayers when applying fixed CAP Exemption to an Assessed Value calculated using a
fractional Level of Assessment (LOA).

Exhibit V11

Exhibit VI summarizes the annual and {g@ar tax impact bexcess exemptions being granted.

Estimated Excess Exemptions Shift the Overall and Nassau County
Property Tax Burden to those Not Receiving the Exemption as Follows

Overalll Nassau County
Property Tax| Portion of Taxes

Amount Annually Shifted in Taxes $7,989,998 $1,304,489
Amount Shifted in Taxes over Ten Yeard $79,899,980 $13,044,890

The mainreason that this issue exists in NasLounty is howhe New York State Law was
writtenc oupl ed with Nass auo.slif the exemptioasvwere based onaas s €
percentage of Assessed Value rather than a set @alfgrregardless of how the County assesses
the property, the same pgentage would apply to any valuation method used.

For example, the NY%olunteerFirefighters/ Ambulance Worker&xemption was writteno
provideeligible volunteerswith a 10% exemption, not a set capped dollar amount. In the case of
a firefighter exenp t i o n , whet her the propertyéds Asses
portion of Market Value using a .0025 Level of Assessfighe property would only receive a
10% reduction of the resulting Assessed Vakeeping the proportionate share of tlkeraption

the same.

Of the approximately 1,110 assessing units in New York State, 981 are towns and cities and only
two are counties. Along with Nassau County, Tompkins County is the only other County in New
York State that performs property assessmerttseaCounty level. However, Tompkins County

421n September 2018, Nassau County lowered the Level of Assessment for Tax Year 2020/21 from .0025 to .001.
Lowering the level of assessment will result in more clergy properties being valued below the S0 cap thus
increasing the number that already receive a full exemption
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assesses property at a 100% Level of Assessment while Nassau @adatievel of Assessment
of .0025%.

As a result, in Exhibit VII | below, when Tompkins County applies the $1,500 cap to the
partial Clergy Exemption it is an actual dollar for dollar exemption and results inless than
1% of the property value being exemptunlike 100% of the value being exempt in Nassau

County.
Exhibit VII |

Exhibit VIII provides a comparison of clergy exemptions in Nassaunty and other New York
State counties.

2016 Multi County Comparison

Effect of Equalization Difference D ona Clergy Exemption

This chart illustrates how Nassau County's low Level of Assessment has inadvertently allowed the
Clergy Exemption to result a 100% full exemption, instead of a partial exemption.

Sample Fair Partial Exemption
State Market Clergy as a % of
Equalization Value for Assessed Exemption  Taxable Assessed

Municipality Rate™™ Comparison Value® CAP Value® Value
Tomplins County 100.00 § 500,000 § 500000 § 1500 5498.500 0.3%
Nassau County 0.0027 § 5000000 S 1350 § 1500 S - 100%
Suffolk County 02534 § 500,000 5 126,700 § 1,500 $125.200 1.2%
Westchester 03473 § 500,000 5 173,650 § 1,500 $172.150 0.9%
NYC 03419 § 500,000 § 170950 § 1500 $5169450 0.9%
Albany 0827 § 500000 § 413500 § 1500 §5412,000 0.4%

o] Basad on the applicable State Equalization Rates by covnty (from the NY3 ORPTS Website) applied to 2 consistent example of 5500,000
FMV for comparisen purposss. An Equalization Rate is 2 weighted averags ratio of the total asssssad vales in 2 menicipality dividad by the total
market value. For example, an squalization rate of 20%% indicates that assessments ware at an averaze of one-fifth of market value when the
squalization rate survey was made. Nassau municipalities have multipls LOA's resulting in a 0027 Equalization Rate.

@ $tate Equatization Rate multiplied by the Fair Market Value (FMV).

@ Remaining Assessed Valve after applying the Clerzy Exemption capped at 51,500 of Assessad Value,

0 Tomgplkins County assesses property maintaining a 100% Lavel of Assessment and has 2 corresponding 3tate Equalization Rate of 100%:.

Based on the low Level of Assessment, Nassau may be the only county in New York State whereg
the partial clergy exemption results in a full exemption due to assessment practices.

Audit Recommendation:

Werecommendhat the Nassau County Department of Assessment puistusstiievith the NYS

Office of Real Property Tax Services and discuss the need for statutory changes of the Exemptior
for real property owned by a member of the clesgythat the exemptias basedn a percentage

of Assessed Value instead of a set dalég.
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AUDIT FINDING (5)

(5) The Department of Assessmenf\pproved Tax Exemptions Received Ater the Taxable
Status (Due) Date, in Some CasesOver Five Months Late, Which Can Result in Favoritism
and Increasing the Tax Burden for Others

Auditors randomly sampled approved exemption applicatfonsour exemption typesbetween
2013 and 2016poting that30% (89 of 294 examined) were received after the statutory due
date (known as the taxable statiate of January"d). Nassau County Department of Assessment
approved these exemptions even though the applications were receiveahtbseme were
received as late as 175 days past the due date.

The practice of accepting applications after the statedue date without adequately notifying
the public that certain exceptions may exist suggests that internal controls are not properly
utilized, providing a fertile environment for favoritism #3to proliferate.

Exhibit IX, below, shows that 30% of the applieat sampleseviewedwere receivedate.

Exhibit IX

Exhibit IX providesa summary othe fiaging analysié completed for exemptions applications
which were approved after established-otftdates.

Analysis and Aging of Late Exemption Applications

Aging of Late Applications
Sampled Applications Days Submitted After Due Date
Sample Late % Late 1-30 31-60 60-90 91-120 121-175
Totals 294 89 30% 26 19 23 15 6
% of Late Applications Sampled 29% 21% 26% 17% 7%

Therearespecialexception$* allowing for the acceptarcoflate applications However,during
our test work, we noted thdhe reasons for accepting thesdate applications were not
documentednor supported within the files making it difficult to verifyif the extensionsvere
legitimate.

43 Defined by Dictionary.com: Favoritism is the favoring of one person or group over others with equal claims;
partiality

44 Examples of situations that may allow Senior Exemption applications &cbived late can be found at
https://www.tax.ny.gov/research/property/assess/manuals/vol4/ptl/sec4 01/pl7qa2.htm#qg_a
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During testing Auditors asked one of the exemption area managers if they adhered to the stated
application deadlinandwe were told that the Departmemtoces®d applications until the Tax
Roll is finalized by the Assessor, usually around Junel

Assessment applicatidiorms and/or instructiondor all sampled exemption types, specifically
state that the due date is Janud¥y the Taxable Status date. New York State identifies Nassau
Countyodés taxable Status date as January 2

Assessmenghould be consistent epplying the rules of it@xemption granting procesand not
allow applicationsto be acceptedhfter the stated due dat&€hose that are not aware that
applications continue to be accepted, after the due date, may not file and are effeetiaéied
for achering to the rulesProper internal control procedures can prevent or detectinequities

or favoritism.

Audit Recommendations:

We recommend thdlhe Department of Assessment:

a) Adhereto application guidelines and deny applications received after theéatedaring
acceptable legitimate reasons; and

b) Adequatelydocument files and retain supporting documentation for those applications that
have acceptable reasons and are legitimately accepted even though they were received aftg
the statutory due date

AUDIT FINDING (6)

B)The Auditor 6s S admpti2306 off Aprdved ISenriCitzen Egemptions
Should Have Been RejectkBased on Miscalculations of Income or Missing Documentation

The AuditorsexaminedSeniorCitizen Exemptions from 84 propersé¢with atotal MarketValue
of $29,854,40Pand determined th&t,170,0204.0% was incorrectly removed from the tax base
becaus@f calculation errors and/or missing supporting documentation.

The filing requiremats for this exemption includergof of income, proof of age, and proof of
primary residenceThe Auditors tested Assessment files to verify the filing requirements were
met. The Auditors determined that 29% (24 of 84) ef3eniorCitizen Exemptionfiles reviewed
were not properly approve@alculation errors were found in 12 files and anothefil&2 were
missing some type of supporting documentation resulting in verification issues.

The errors consisted of:

9 Calculation errors includingthe omission of income or lack of suppoihg
documentation for expensesthat affected the calculations that were used to make
approval decisionsbased on thresholds.

1 Missing supporting documenssich agproof of:
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o Age
o0 Permanentesidency at the propertsgnd
o Ownership of the property.

Improperly appro ved tax exemptions transfer the tax burdento other property owners.
Properties receiving erroneous exemptiaiik reducetheirtaxable valuavhichresulsin a lower
overall County tax baseonsequentlydisproportionallyincreasinghe effective taxate of those
not receiving theéax exemption.

Per theNYS Comptroller, to receive an exemption, a property owner must submit a valid
application with proper supporting documentataomd may need to update this documentation
annually. However, NYS audits ¥&a found instances where assessors did not collect adequate
documentation to support granting or continuing to provide exemptions.

Audit Recommendations:

We recommend that Nassau County DepartmeAkséssment

a) Verify all income and expensesported onall Tax Exemptionapplicationsto proper
supporting documentation

b) Implementsupervisory procedures to ensure that all supporting documentation is received
and reviewed prior to approvand

c) Developa standard worksheet for application reviewers thaviges consistency with
respect to determining income.

AUDIT FINDING (7)

(7) Assessment Did Not Recover 85% of Ineligible Exemptions Received By Estaaasl are
Allowing SomeExemptionsto Continue Under the New Owners

Estate$® are not entitled to receive Property Tax Exemptions Audit ors determinedthat 35%
of estates testedmproperly received exemptions and thathe Department ofAssessmentlid
not recover the appropriate amounts from theselling estate and/or thebuyer in any of those
cases. Furtter, these exemptionsverenot removed and/or restored to the tax rolls in a timely
manner.

NYS Law does not allowestates to receive Property Tax ExemptiorfS. Exemptions expire
upon the death of the decedent antesulting invalid exemption amounts are ecoverable by
the County as of that date. The Department can only restore taxes on a parcel for the current year

45 An estateis a legakentity created aaresult of a person's death. The decedestateis a separate

legalentity for federal tax pyvoses. Arestateconsists of real and/or personal property of the deceased person.
46Volume 8i Opinions of Counsel SBEA No. 90 (NYS Real Property Tax B§802, 520) found at
https://www.tax.ny.gov/pubs_and_bulls/orpts/legal_opinions/v8/90.htm
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and the immediately preceding tax year, in accordance with the settlement of the 2009 case betwee
Broadval, L.L.C. vs. County of Nass&l.

Auditorstested 8 estates (closed between 2013 and 2016) to determine if monies from Property
Tax Exemptions on real property owned by those estates were recovered, exemptions werg
removed and property taxes were restored to the taxurg@dl® n  t h e dehth FleeCeunty 0 s
should recoveinvalid Property Tax Exemptions through subsequent property tax bills containing
l ine items | abeled ARestored Taxeso.

Exhibit X, below, summarizes our findings. Aumti$determined 15 of 48states tested actually
received 19 invalid exemptions totaling $40,290f the 19 inalid exemptions found, recoveries
ranged anywhere fro@14 years from the disqualifyg event, the date of deathhe Department
of Assessment recoveredtotal ofonly $6,199 through restoratiasf taxes in subsequent years.
The County did not recover the full amount of invalid exemptions in any of those 19 cases

Exhibit X

Exhibit X provides details of the tax revenue lost by improperly granting property tax exemptions
to estates.

Tax Revenue Lost from Improperly Granted Exe mptions®
Owned by Estates

# of Years
from Death # of Invalid Accumulated Tax Revenue
Before Exemptions Dollar Amount Lost from
Exemptions Received by 43 of Invalid Total Taxes Invalid
Restored Estates Tested Exemptions Recovered Exemptions
2 3 $ 1,867 $ 968 $ 899
3 8 $ 9,485 $ 3426 $ 6,059
4 3 $ 4,353 $ 1,075 % 3,279
5 1 $ 752 % 163 $ 589
10 1 $ 1,814 % 194 % 1,621
14@ 3 $ 22,021 % 373  $ 21,647
Grand Total 19 $ 40,292 % 6,199 $ 34,093
@) From a sample of 43 Estates closed between 2013-2016
) $17,129 is unrecovered from one property of which $16,491 is from a Basic Star Exemption.

Auditors noted that although not timelyeventuallyafter both the sale of the real estate and the
closing of the estatgccurredthe invalid exemptions were removigebtween 13 years after estate
closings) fromall the propelies andtheywererestored #dded bek to the tax rollsto future tax
years.

47 BroadvalL.L.C. v County of Nassau, 2009.
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This indicates that the property dataseventually updated but exemption remowas not timely
increasing the risk that invalid exemptions will remain undetected and unrecovered increasing the
effective tax ratdor all other taxpayers.

If a property remaisiin an estate for an extended period of time, i.e3@ears, it could realize
the benefit of any exemption that does not require recertification until the property is sold. As
demonstrated in the abovehait, not all exemptions would be recovered.

Although the County is not present or represented at the clasihgale of real propertythe
County has the right to place a lien on the property to recover invalid exempiioBsa v e a t
emptord® Asaresult unrecovered exemptions become t hle

During testingthe Auditorsalsonotedtwo of the properties within the sample were owned by the
same individualWe det er mi ned one pr op e rVetgranExenptonsy ed |11
(totaling $1,804) while the other received 10 yeargettrarExemptions (totaling $2,137) during
the samdime period. This indicateghat one or both were not the primary residentaking all
exemptions for one or both properties invalid

Veteran Exemfions require the property be the appliéanprimary residence thus the same
individual should not be able to claim exemptionstwa different propelies at the same time
Veteran Exemptions do not require annual recertificagiod the applications daot requirea
Social Securitynumber Had both of these been requiy¢he Department oAssessment could
have implementedontrol procedures that would have identified and preventeddtimicate
exemptions.

Assessorsn other statetiave controldo prevent this Pursuant to California State Revenue and
Taxation Code Section 480(b), ARThe persona
statement with the county recorder or assessor in each county in which the decedent owned rea
property at theime of death that is subject to probate proceedings. The statement shall be filed
prior to or at the time the i nverFualoretpfilemand 4gpp
Change inOwnership Statementwithin the time allowed by Lavecan resit in as much as a
$20,000° fine.

Audit Recommendations:

We recommend that:

a) The Department of Assessmenk pl ore t he benefits of crept.i
Exemption Restoration Affidavito to be fil
requirement bei@ a deed can be recorded.

1 The affidavit should require the parties to the transaction identify all property
exemptions, recover invalid prior and current year prorated exemydiothsemit
appropriate funds to the County. This should detail invalisdngst®ns received

48 Caveat emptor ithe principle that the buyer alone is responsible for checking the quality and suitability of goods
before a purchaseismadet her wi se known as fALet the buyer beware.

49 Fines staratnominalamountsand lead to higher amoumnt
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by the Estate. This will ensure that invalid exemptions are recovered and
collected,

1 A copy of the Affidavit be forwarded to the Department of Assessment and
procedures developed to ensure timely review and removal of the exemptions and
full restoration of taxes for current and subsequent tax years;

b) Assessment require annwarificationof VeteranExemptions

c) Assessment require social security numbers be prowitbdheapplication anénnual
verificationfor all Exemption types thdtave a primary residence criteria,

d) Assessment create amdplementprocedureso use social security numbers to ensure
that property owners do not receive exemptions on more than one property for those
exemptions with primary residence requiremgatsl

e) Nassau County explore the potential benefits of creating and requiring the filing of a
6Change of Ownership Statementdé and crea
exemptions ensuring that invalid exemptions are removed timely.

AUDIT FINDING (8)

8The Depart ment EgenptidnsCounts areneconsigient with NYS Counts
and SomeExemptions are Invalidly Coded

Exemption count totalprovided to the Auditors by the Assessment Departmentatiadnatch
totalslisted on the NYS ORPTP8Webste for Nassau County The totals should match as the
County provides the data to NYS ORPTBach exemption type has a specific NYS Exemption
Code Number associated witPtit

Auditors found the followindor 2016

1 Assessment providedl list 0f 409,154 egmptions to the Audite; while NYS lists only
377,193.Auditors examined the differences ahetermined the majority of the differences
were related to duplicat®s but Auditors were still unable to justify approximately 1,165
exemptions.We alsofoundthat 51 out of 66 Exemption Cotiges used between Nassau
and NYS have exemption counts that do not equal each other

50 The Department of Assessment reported different numbers to NYS Office of Real Property Management (NYS
ORPTS), then they provided to the Auditors.

51 See appendix A for a list of NYS Exemption Codes.

52 NYS recently passedegislation allowing school districts the authority to adopt property tax exemptions for
veterans.Previously these exemptions were for County, Towns and Villagesa result of the change, in 2016,
Assessment added 3 new exemption codes to recordribesexemptionsThese same exemptions are now counted
once for the county and a second time in those school districts that adopted the exemption.
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1 Six Exemption Codesisted on the NYS websiteere not providedo the Auditorsby the
Nassau County Assessment Department.

Exemption Codes

There ¥&2eexemptions withirthesesix

1 NYS ORPTS listed 19 Nassau Couetgemptions ad | n PyabdeddExemptions(See
Appendix A). A total of 670 Invalidly Coded Exemptions were identified by NYS ORPTS

over 10 years.

When questioned by theAuditors about the invalid codes, the explanation provided by the
former Acting Assessor, washat one of the codes wasisedas afiGrandfatheredo code for
Home Improvementexemptionsbut he could not determine who authorized the creation of
thecodeor explain the other exemptionsthat were coded as invalid This indicatesthat these
invalid exemptionsmay not have beerproperly reviewed, approved or legitimately received

The 191nvalidly CodedExemptions from 2016, resulted in the exemption of over $78 miilon

of Assessedalue (see Appendix A) Associated property taxes for this amount were therefore
shifted to other taxpayers. Allowing exemptions which cannot be explained or defined is a
significant accountability issue.

Exhibit XI belowlists the annal count and estimated market value removed from the tax base as
a result of Invalid Exemption Codédentified by NYS ORPTS Auditorsdetermined thaseven
different invalid codes werassociated with the 670 Invalidly Coded Exemptions over 10.years

Exhibit X1

Exhibit XI providesa summary oinvalidly coded property tax exemptioies Nassau County as
per the NYS Office of Real Property Tax Services

Year # of Exemptions Exempt Value
2008 33 $ 225396.000
2009 16 $ 320294000
2010 168 5 41426000
2011 171 $ 28,333,000
2012 145 5 20 485 000
2013 49 $ 28,839,000
2014 28 3 28478 000
2015 19 $ 69,343,000
2016 19 3 78,236,000
2017 18 $ 73.768.000
Total 670 3023,798,000
) Per NYS ORPTS Website
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To determine if thee exemptions were validAuditors requested detailegdupport and an
explanationfrom theformer Acting Assessoas to why they were in this category and how they
were authorizedHewas unable to providenaxplanation. Repeateddtempts to obtain verifiable
data resulted in different totabeingprovided tothe Auditors,making it dfficult to satisfactorily
verify counts.

At a minimum, this indicates that over ten years, exemptions worth approximately
$923,798,00mf Assessed Valuavere not properly reviewed and/or approved. If deemed
invalid, over ten yearsthese exemptions impoperly shifted the tax burdenof $27,159,661n
overall property taxesto those not receiving tloseexemptions, with the County portion being
approximately of $4,434,236°.

Audit Recommendations:

We recommend thahe new Assessor

a) ldentify andreview the invalidly coded exemptions to determine if they were legitimate
exemptions

b) Ensure proceduresare in placefor the Departmeniof Assessmento address any
exemptions thatlew Y ork Statelists asfinot properly codedlin the future

c) Review and reconcilthe differences in exemption counts reported to New York 8iate
past yearsand

d) Implement accountability in the computer system for coding exemptions (i.e. those
granting exemptions leave a digital fingerprimtprevent the system from allowing a code
that is not a valid NYS code.

Based on Nassau -@loeitaxtate dos20k6vestimatdd by New Yotk State at $29.491p@00
of full value, rounded to the nearest tenth of a dollar. The 2016 average county portion outside of New York City was
estimated at $4.8 per $1,000 of fulllue.

The overall full value tax rate is estimated based on a combination of leviesuftyccity, town, village, school
district, and certain special district purposes. Due to the complexity of taxing jurisdictions and Nassau County having
a 4-class property tax system, it is not possible to determine a countywidesptastc rate.
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AUDIT FINDING (9)

(9) Nassau Countyis Not in Compliance with NYS RequlationsRequiring an Exemption
Impact Report be Attached to theCounty Preliminary Budget and Does Not Report
Adequate County Performance Measures

Nassau County is not in compliance with NYS Real Property TaxX*tawich requiresounties,
cities, towns, villages and school districts to attach to their tentative/preliminary buwagets
Exemption Impact Report. In addition, noteworthy performance measure are not disclosed

in the Countyd Budget.

NYS requiresthat a Notice of theExemption Impact Report be included in any notice of the
preparation of the budget Also, the report is required to be posted on any bulletin board
maintained by the budgeting aithority for public notices and on any websitemaintained by

the budgeting authority. In addition to being attached to the tentative/preliminary budget, the report
shouldalso be part of the final budgdth e Count yé6s budget dod8&ment
do not include afExemption Impact Report nor are Auditors awareof such a document being
posted or disclosed.

The Exemption Impact Report is required to show how much of the total assessed value on
the final assessment roll used in that budgetary prass is exempt from taxation. The law
requires exemption reports to include:

1 Every type of exemption granted by the taxing authority, and the cumulative impact of
each type of exemption (in either dollar amount of assessed value or as a percentage of th
total assessed value on the roll);

1 The cumulative amount expected to be received from recipients of each type of exemption
as payments in lieu of taxes or other payments for municipal services; and

1 The cumulative impact of all exemptions granted.

It shauld be noted that the 2017 County of Nassau Comprehensive Annual Financial Report
(CAFR) included the total number of Basic STAR, Enhanced STAR, Veterans and Solar Energy
Exemptions. However, thesereonly a portion of the exemption types granted eaar ynd do

not include gery typeor the cumulative impadeither in dollars or percentage).

The only other county in the state of New York that performs assessments at the coury level
Tompkins Countywhichincludes an Impact Statement their Budget. Audibrsreviewed the
budgets for the Towns of Smithtown and Huntingidrich bothincluded arExemption Impact
Report

Impact Statements clearly disclose the effects of the exemptions to the taxpayer and also give th
reader an idea of the volumetbE exemptions processed by Assessment.

54 Chapter 258 of the Laws of 2008 added Section 495. The measure is effective October 5, 2008 and applies tg
budgets for fiscal years commencing on and after thatrdgteéring anExemption Impact Report be included in any
notice of the preparation ofétbudget otherwise required by law
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The Towns of Islip and Huntington both report how much the Tax Office collectsdmajartaxes
for exemptions removed when a property is transfieri¢assau County does not.

Auditors noted that Assessment only reprts two basic performance measures in the
C o u n annakbudget:

1 the Percentage of Field Inspections Performedand
1 the Percentageof SalesValidated.

Proper internal controls require that supervisors and/or management periodically review workflow
to ersure accuracy of datéds noted in Finding Jgrganizationshoulduse monitoring procedures,
including but not limited tanalysis of, and appropriate follemp on, operating reports oretrics

that might identify anomalies indicative of a control fagland supervisory reviews of controls.

The Department of Assessment is responsible for developing fair and equitable assessments fqr
over 423,00Qpropertiesannually, includingesidential and commercial propertiels maintains

property records, tax mapmnswers public inquiries, assists the public through outreach programs,
and processes applications for property tax exemptions yet none of these are disclosed a
performance measures in the annual budget.

\"2

Examples of performance measures which the Departent of Assessment may track and
report on include:

1 the number of exemptions applied for, approved and denied

1 the types of exemptions applied for, approved and denied; and
1 the financial impact of approved exemptions.

Audit Recommendations:

We recommenthatthe Department of Assessment

a) Review NYS reporting requirements and develop procedures to efisairthey arein
compliarceand remain compliant moving forward, and

b) ldentify andreview potential performance measures that can be tracked to higlpmper
departmental work more efficientlguch as the number of exemptions applied dod
disclose the results to the public.
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Findings and Recommendations

AUDIT FINDING (10)

(10) The Department of Assessment Does Not Maintaiddequate Proceduresand Auditors
Found that Income on Senior Exemptions were Calculated Differently by Different

Employees

The Department of Assessmelttes not maintain a complete set of operating procedurés a
centralized location The operating procedures providedthe Auditorsfor the processingf
exemptions

do notconsistently reflect the procedures being followgdhe ExemptionUnit;
do not includeprocedurs for all exemption typesnd

the procedures that were provided were incomplete, outdated, or were photocopies of New
York State RelaProperty Tax Law requirements or procedures from other municipalities
instead of Nassau Coundys s e s s proeauures.s

Auditors requested copies of current policies and procedures for reviewing, approving, recording
and granting exemptionaNo procedues were provided for Clergy Exemptionscausing the
Audi tors to use excerpts from the NYS Depar
eligibility requirements, limitations on exemptions and exemption calculations.

Procedures were provided fdenior Citizen ExemptionsyVolunteer Firefighte/Ambulance
WorkerExemptionsEnhanced StaandVeterans Exemptionsut the following issues were noted
for the procedures that were provided:

1 Senior Citizen Exemption procedures do not provide specific stepsélculating the
applicantbés gross income in order to ver
Specifically, income tax returns that contained income derived either from self
employment or rental properties did not instruct reviewers oraticeptable expense
categories used in calculating net incomAs_a result, auditors found that clerks
reviewing Senior Citizen Exemptions were performing this _calculation_differently
and were using individual judgement as to which items to apply to thencome
threshold.

1 Volunteer FirefighterAmbulance WorkerExemption procedureswere actually a copy
of procedures used by the Town of Babylon, Suffolk Caounty

1 Enhanced Star Program proceduresgere outdated, incomplete and inaccurate:

a) The sliding scale for tome was capped at $32,400 when the income cap for our testing
period was $37,399.

b) The procedures noted that property owners must be 65 years of age or older by
December 31, 2006nstead 02016). It appears this procedure has not been updated
since 2006and implies that anyone becoming 65 years old after that date does not
qualify for the exemption.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
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Findings and Recommendations

T

Audit Recommendations:

c) The procedure identifying income | imit
exceed $ 0 is left blank with a man

d) The procdures for the eligibility tests for Proof of Residency and Proof of Income
both required 2004 tax documents (not 2016).

Veteran Exemption proceduresvere dated January 2011. They did not update the
procedures when towns added Veteran Exemptions for sghopérty tax relief The
original VeteranExemptions were for general taxes, subsequently various school districts
have added the exemption to the school tax portion of their tax bill

We recommend thdhe Department of Assessment

a)

b)

c)

d)

Update and/or create operating procedures for all the various exemption types used in
Nassau County; and

Assemble all procedures in one reference manual, copies of which should be provided to
each unit supervisor.

Provide adequate training to staff onlip@es and procedures to assure that exemption
applications are properly and consistently processed.

Implement a procedure to review and approve procedures on an annual basis.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
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Appendix AT Summary of Exemptions (Per NYS ORPTS)

Appendix A contains cetailed information directly from the New York State Office of Real
Property Tax Services website regarding 2016 property tax exemptions in Nass@ounty.

Note that Nassau County, along with other counties in New York State, provides information to
the Stéeto producedhe reports included below.

New York State

Michol Office of Real Property Tax Services
PROfiles.
NYS ORPTS Municipal Profile
MuniPro | ORPTS Home | Help
Nassau County
Summary of Exemptions
by Property Group and Exemption Code
2016 Assessment Rolls
Equalized
No. of Exempt Value
Group Description Exemptions ($000)*

A Residential Property Other Than Multiple Dwellings and Non-Residential Property Owned by Certain Individuals 364,534 44,164,927
B Property of New York State Government and Agencies 1,228 6,215,998
c Property of Municipal Governments and Agencies, School District, BOCES, and Special Districts 6,470 28,635,475
D Property of U.S. or Foreign Governments and Agencies, International Or Interstate Agencies, and Indian Tribes 104 670,579
E Property of Private Community Service Organizations, Social Organizations, and Professional Societies 3,330 11,208,867
E Industrial, Commercial, and Public Service Property 1,026 2,840,188
G Urban Renewal Property, Public Housing, and Private Subsidized Housing (Multiple Dwellings) 452 1,008,284
H Agricultural and Forest Property 30 86,271
I Invalidly Coded Exempticns 12 78,236
Totals: 377,183 94,998,825
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Appendix A7 Summary of Exemptions (Per NYS ORPTS)

Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls

tiple Dwellings
Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of Percent o/ of Total County
Exempt Code: Description: Exemptions Parcels(5000)* i of value Exempt Value
4100_ VETERANS - CHANGE IN LEVEL 129 63,843 15,534 24.33 0.016
4110_ VETERANS - ELIGIBLE FUNDS 12,477 8,664,782 2,821,995 32.57 2.971
4112_ VETERANS-WARTIME/NONCOMBAT 23,890 15,858,857 1,275,612 8.04 1.343
4113_ VETERANS-WARTIME/COMBAT 14,671 11,439,272 1,462,046 12.78 1.539
4114_ VETERANS-WARTIME/DISABLED 3,475 3,720,354 265,186 713 0.279
4115_ VETERANS - COLD WAR (10%) 43 72,261 176 0.24 0.000
4116_ VETERANS - COLD WAR (15%) 2,595 2,622,756 149,501 5.70 0.157
4117 _ VETERANS - COLD WAR (DISABLED) 102 125,115 8,821 7.05 0.009
41300 VETERANS-SERIOQUSLY DISABLED 21 53,210 21,459 40.23 0.022
41400 CLERGY 745 386,952 363,126 93.84 0.382
4164_ VOL FIREFIGHTER-CERTAIN CNTYS 57 31,669 2,235 7.06 0.002
4168_ VOL FIREFIGHTER-CERTAIN CNTYS 3,932 3,231,198 188,755 5.84 0.199
4180_ PERSONM AGED 65 YRS OR OLDER 10,102 8,407,130 1,960,706 23.32 2.064
41834 STAR - ENHANCED 43,661 26,010,460 9,499,040 36.52 9.999
41854 STAR - BASIC 245,586 132,099,605 25,947,079 19.64 27.313
4190_ PHYSICALLY DISABLED 285 162,861 26,658 16.37 0.028
4193_ PERSOM W/DISABILTY & LTD INC 449 874,030 79,986 9.15 0.084
4411_ FIRST-TIME HOMEBUYERS 47 19,826 5,320 26.83 0.006
4421_ HOME IMPROVEMENTS 2,241 1,259,101 71,452 5.67 0.075
4950_ PRIVATE SOLAR/WIND SYSTEMS 14 6,332 166 2.62 0.000
49510 ENERGY CONSERV IMPRV:RESIDNT 1 3,052 74 2.42 0.000
Group A Total: 364,534 44,164,927 46.490
*($000) Equalized Values in Thousands
Nassau County

Summary of Exemptions by Property Group
2016 Assessment Rol

perty of New York State Government and

Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of Percent % of Total County
Exempt Code: Description: Exemptions Parcels($000)* i of Valu Exempt Value

12100 NY STATE OWNED PROPERTY 595 4,006,925 4,011,626 100.12 4.223

12350 PUBLIC AUTHORITIES- VARIOUS 633 2,204,353 2,204,372 100.00 2.320
Group B Total: 1,228 6,215,998 6.543
*($000) Equalized Values in Thousands

Questions Commants about MmiFro All Contents Copvrizht @ NYSORFTS 2018
MuniPro | QRPTS Home | TOP | Disclaimer
Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls
e g h t, BOCES, and Districts
Total Equalized

Exemption Number of Total Equalized Value of Exempt Value of Percent % of Total County
Exempt Code: Description: Exemptions. Parcels($000)* i of Valu Exempt Value
13100 COUNTY OWNED: (GENERALLY) 2,408 5,668,033 5,594,548 98.70 5.889
13350 CITY OWNED PROP {GEMERALLY) 132 154,337 154,337 100.00 0.162
13500 TOWN OWNED PROP (GENERALLY) 1,449 7,620,546 7,616,712 99.95 8.018
13650 VILLAGE OWNED {GENERALLY) 1,453 2,484,206 2,476,753 99.70 2.607
13800 SCHOOL DISTRICT PROPERTY 597 11,165,687 11,182,894 100.15 11.772
13870 SPECIAL DISTRICT PROPERTY 367 892,993 892,387 99.93 0.939
13970 REGIONAL OTB CORPORATION 5 10,627 10,627 100.00 0.011
14000 SPECIFIC LOCAL PUBLIC AUTHTY 58 707,767 707,217 99.92 0.744
Group C Total: 6,470 28,635,475 30.143

*($000) Equalized Values in Thousands

Questions Comments sbout MuniPro All Contents Copvright © NYSORPTS 2018

Nassau County
Summary of Exemptions by Property Group
16 Assessment Rolls
and Agencies, In

Exemption Number of Total Equalized Value of Exempt Value of Percent 9 of Total County
Exempt Code: Description: Exemptions Parcels(5000)* Exemptions($000)* of Value Exempted Exempt Value
14100 USA OWNED (GENERALLY) 41 587,863 586,742 99.81 0.618
14110 USA OWNED - SPECIFIED USES 44 79,041 79,041 100.00 0.083
14200 FOREIGN GOVT: EMBASSY 19 4,796 4,796 100.00 0.005
Group D Total: 104 670,579 0.706

*($000) Equalized Values in Thousands
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Appendix A7 Summary of Exemptions (Per NYS ORPTS)

New York State

MUNicipal i
o Office of Real Property Tax Services

NYS ORPTS Municipal Profile
MuniPro | ORPTS Home | Help

Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls
il Org =

0

0
Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of Percent % of Total County
Exempt Code: Description: Exemptions Parcels(5000)* i of valu Exempt Value

21600 CLERGY RESIDENCE 312 297,599 296,548 99.65 0.312
25110 NONPROF ORGNZTN-RELIGIOUS 21 52,503 52,152 99.33 0.055
25120 NONPROF ORGNZTN-EDUCATIONAL 474 3,128,298 3,120,425 99.75 3.285
25130 NONPROF ORGNZTN-CHARITABLE 8 4,668 4,668 100.00 0.005
25210 NONPROF ORGNZTN-HOSPITAL 192 1,590,473 1,581,924 99.46 1.665
25230 NONPROF ORG-MORAL/MENTAL IMP 21 39,027 39,027 100.00 0.041
2530_ NONPROF ORGNZTN-VARIOUS USES 482 719,339 712,195 99.01 0.750
25400 FRATERNAL ORGANIZATION 3 2,093 2,003 100.00 0.002
2610_ VETERANS ORGANIZATION 67 58,818 55,823 94.91 0.059
2630_ INTERDENOMINATIONAL CENTER 1,372 4,889,408 4,875,600 99.72 5.132
26400 VOLUNTEER FIRE COMP OR DEPT 255 361,645 360,885 99.79 0.280
27350 CEMETERY - PRIVATE 110 189,278 189,278 100.00 0.199
46450 ASSOC OF VOLUNT FIREFIGHTERS 13 8,539 8,249 96.60 0.009

Group E Total: 3,330 11,298,867 11.894

*($000) Equalized Values in Thousands

Questions Commants about MuaiPro Al Conterts Coy © NYSORPTS 201§

AMumniFro | ORPTS Home | TOP | Disclaimer

Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls
ial, Com and

Exemption Number of Total Equalized Value of Exempt "’5!3‘:&‘“" Percent % of Total County
Exempt Code: Description: Exemptions Parcels($000)* Exemptions($000)* of Value Exempted Exempt Value
18020 MUNICIPAL INDUST DEVEL AGNCY 346 2,623,002 2,486,444 94.79 2.617
19950 MUNICIPAL RAILROAD 431 306,068 306,068 100.00 0.322
4760_ BUSNS INVEST:NOT NYC,<8/5/87 249 625,925 47,676 7.62 0.050
Group F Total: 1,026 2,840,188 2.990

*(3000) Equalized Values in Thousands

Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls
sing, and Private Subsidized Housil e

Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of Percent % of Total County
Exempt Code: Description: Exemptions Parcels(5000)> Ex i of Value Exempt Value

18040 URBAN RENEWAL: MUNICPL OWNED 110 80,534 80,528 99.09 0.085

18080 MUNI HOUSNG AUTH: FED/MUNI § 53 312,031 312,011 99.99 0.328

18120 NYS HOUSING FINANCE AGENCY 1 1,425 1,425 100.00 0.002

28100 NONPROFIT HSNG-SPECIFIC USE 31 34,358 34,358 100.00 0.036

2811_ NONPROFIT HSNG-SPECIFIC USE 5 29,651 29,651 100.00 0.031

4198_ LOW/MODERATE INCOME HOUSING 32 2,379 768 32.28 0.001

4865_ LTD PROFIT HSNG CO:VARIOUS 4 432,202 43,202 100.00 0.045

4866_ HOUSNG DEVEL FUND CO:UDC 29 109,586 109,586 100.00 0.115

4867_ REDEVELOP HSNG CO:FIRST EX 187 436,565 396,755 90.88 0.418
Group G Total: 452 1,008,284 1.061
*($000) Equalized Values in Thousands

Nassau County
Summary of Exemptions by Property Group
2016 Assessment Rolls
Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of Percent % of Total County
Exempt Code: Description: Exemptions Parcels($000)* Exemptions($000)* of Value Exempted Exempt Value

41730 AGRICULTURL LAND NOT IN DIST 30 109,148 86,271 79.04 0.001

Group H Total: 30 86,271 0.091

*(5000) Equalized Values in Thousands
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Appendix AT Summary of Exemptions (Per NYS ORPTS)

Nassau County

Summary of Exemptions by Property Group

2016 Assessment Rolls
Exempt Code:

Total Equalized
Exemption Number of Total Equalized Value of Exempt Value of
Description: Exemptions. Parcels(5000)* Exemptions($000)*
25200 *=**= Invalid Code **** 12 21,473 21,424
50000 *=**= Invalid Code **** 7 66,498 56,812
Group I Total: 19 78,236
=($000) Equalized Values in Thousands

Percent
of Value Exempted

99.77
85.43
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AppendixBiLar gest fAGroup AO Exemption Types ang

Appendix B providesinformation on exemption types referenced in this report.

STAR and Enhanced STAR Exemptions

The New York State School Tax Relief Progra
in New York State aimed at reducing school district property taxes on pniggadgnces.

In the past, STAR recipients received Sy A&xemptions in the form of a line item exemption on
their tax bill. As of 2016, th& TAR Program ¢ h a n g e d préperty tax exemfitiono to a
fiPersonal Income Tax Creditdo which is now paid by check for firsime applicants who filed

(in Nassau Countyafter January 2, 2015. Most homeowners that qualified and received STAR,
prior to January 2, 2015, will continue to receive the exemption as a line item on the tax bill.

NYS Real Property Tax Lawrequires new home owners who were not enrolled in the STAR
Program prior to January 2, 2015 to register directly with New York State. The state will be
responsible for verifying the applicantds i
issued directly to the homeowner by New York State as oppogeddiving a school property

tax exemption.This exemption should not be confused with KNS PropertyTax Relief Credit

that is also received in a form of a ch¥ck

The STAR Exemption eligibility is primarily based on residency and a $500,000 incorhe limi

The Enhanced Star Exemption is based on age, income and residency: Property owners 65 yeaf

or older with an annual income limit of $86,000 (in 2016) were eligible to receive this exemption.

Unlike other exemptionswhich are absorbed at the expensef dhe remaining norn-exempt
taxpayers STAR exemptions create no direct additional burderto local property taxpayers,
because the school tax on the exempt amount is reimbursed directly by New York State to
the school districts.

Veteran Exemption

There arghree general categorieof Veteran Exemptions

1 Alternative- Veterans who served during war time or received an expeditionary magal
be eligible for this exemption.

5SNYS Real Property Tax Lag425.

56 The NYS Property Tax Relief Credit directly reduces your property tax burden if you are a qualifying homeowner.

I f youbdre eligible for the crokdlbbeeligiNlé; $ou miudivelin assechdoob mat i
district that is complying with the New York State property tax cap; receive either the Basic or Enhanced STAR
exemption or credithave an income of $275,000 or less; and have paid school property taxé8.infg@ amount

of the credit is a percentage of the eligible homeowner's STAR savings.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
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AppendixBiLar gest fAGroup AO Exemption Types ang

1 Eligible Funds- Veterans who purchased their home with a military pension, bonus or
insurance monies, NSLI Dividends or Muster@gt Pay may be eligible for this
exemption.

1 Cold War- Veterans who served in the US Armed Forces during the Cold War period
between September 2, 1945 and December 26, 1991 may be eligible for this exemption.

Eligibility for aVeterans Exemption is based on proof of service, residency and ownership tests.
Exemption amounts or percentages vary between each type.

Senior Citizen Exemption

Under Section 467 of New York State Real Property tax Magsau County oférs a Senior
Citizensd Real P r ofqr parsbng ovéra®X. Thesxexemtioni pmvides a
reduction of between 5% and 50% oncounty, town and school taxes but no reduction on
special district taxes.

Eligibility for a Senior Citizen E xemption is based on age, income and residency.

Volunteer Firefighter /Ambulance Worker Exemption

Qualifying volunteer firefighters and ambulance workers may receive a 10% exemption from
municipal/school taxeproviding thatthe property owner has been a member of aarporated
volunteer fire service company, fire department or ambulance service for at least fiveAyears
lifetime exemption is offered to members with over 20 years of volunteer sdfuitber, arun-
remarried spouse of a deceased volunteer alreaéiyirag the exemption may qualifg continue

the exemption.

Eligibility for the Volunteer Firefighte’Ambulance Workerexemptionis based on service,
ownership and residency.

Home Improvement Exemption

Homeowners can receive a Home Improvement Exempgpending on the purpose and type of
qualifying home improvement:

Section 421 of the NYS Real Property Tax Laallows for an eightyear decreasingpartial
exemption from real property taxes due to the increase in assessed value attributable to
reconstruction, alterations or improvements made to residential property.The value of such
improvements must exceed $3,000. The exemption is limited to $80,000 in increased market
value.

Section 459 of the NYS Real Property Tax Lallows for a property tax for improvements

that serve to facilitate the use and accessibility of a home occupied by a disabled resideht.
disabled resident is one who has a physical or mental impairment which substantially limits
such persondés ability t oma&@acgvdiegse i n one or m

Eligibility for aHome ImprovemenExemption is based on certain construction requirements and
limitations. Section 459 for the physically disabled requires certification by a NYS licensed
physician.
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Clergy Exemption

Real propertyhat ispersonally ownedby qualifying clergy may be eligible for an exemption
limited to $1,500 of Assessed Value. The exemption is available for real property owned by a
member of the clergy engaged in the work of his/her religious denomination or whabie to
perform this work due to age (over 70 years old) or impaired health.

Eligibility for the Clergyexemption igprimarily basedn serviceNew York Statgesidency and
ownership.

Nassau County Department of Assessment Review of Property Tax Exemption Processing
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Appendix CT 2016 Approved Partial Clergy Exemption (NYS Code 41400)

Appendix C illustrates the shifting of the tax burdenand a result of the personally owned
clergy exemption in Nassau County.

2016 Approved Partial Clergy Exemption (NYS Code 41400)

Shifting of Tax Burden Resulting from Applying NYS Clergy Exemption in Nassau County

Properties Those actually
Qualifying for Receiving a Full
Partial Clergy 100% Clergy

Description Exemptions Exemption
Clergy Exemption Count™ (Meant to be a Partial Exemption) 694
610 of the 694 received a Full Exemption because their 610

Assessed Value (AV) fell below the $1,500 Cap

Total Market Value (MV) of Properties $ 289882981 $ 227,605,241
Total MV of Exemptions Received $ 272,809,639 $ 227,605,241
Maximum Exemption Tot&! (had the $1,500 Cap been to applied MV) $ 1,041,000 $ 915,000
Total Excess Exemptions $ 271,768,639 $ 226,690,241
Percent of MV that should have been Exempt (Apply Cap to MV) 0.36% 0.40%
Percent of MV that was Exempt (Apply Cap to AV) 94.11% 100.00%
Total Assessed Value of these Propeffies $ 702,291 $ 554,485

1

@ NYS ORPT S reports show 745 Exemptions for NYS Exemption Code 41400 in 2016. Assessment provided Auditors with a list of 741, \
reviewed the list and removed duplicates and declined properties reducing the count to 694. Of the 694, 628 were assessed at a value
or below. Auditors noted, 610 of the 628 received a full exemption while the remaining 18 received a partial exemption.

(@)

Estimated based on the fact that each exemption is capped at $1,500 of Assessed Value.

3
( )This total is included to illustrate that the Total Assessed Values of all the Properties was less than the Total Cap for all the properties
above as "Maximum Exemption Total". The majority of the properties had Assessed Values less then $1,500 and therefore would be fully
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AppendixDi Audi t ords Foll ow Up Comments to Depajt

Appendix D contains the Department ofAssessmen 6 s Apr i | 15, 201
Report and the Auditor6 s epl i es to the response. Th
response letteras submitted is included in Appendix E.

Audit Finding (1)

(1) The Department of Assessment Fails to Review @stionable Exemptions: Auditors
Found 8,289 Veterans Exemptions, 17% of Those Approved, Did Not Have Service Dates in
the Assessment Data System

Audit Recommendations:

We recommend thdhe Department of Assessment
a) Obtain Social Securitpumber andirth date with all future Exemption Applications
b) Arrange for a on¢imeverificationand updatef all existingVeteran Exemptions. Require
the followingbe included for verification and be entered into ADAPT

i. Birth date of Qualifying Taxpayer/Resident;
ii. Social Security number of Qualifying Taxpayer/Resident;
iii. Proof of Residency;
iv. Proof of Ownership; and
v. Relationship of Qualifying Taxpayer/Resident to the Veteran.

c) Implement a onéime system wide exemption verification for all exemption categories that
are rot recertified annually to ensure that all previously certified exemptions are still
eligible and valid;

d) Provide adequate staff training to assure that exemption applications are properly and
consistently processed; and

e) Explore optionsto periodically runcollected social security humbersand birth dates
against a Death Database to idengéfgmptions to be removed

Department of Assessmentodés Response to Redqd

ayln order to be considered for a veamYerkano
State Department of Taxation and Finance, Office of Real Propert@draicesQRPTS)
Form RR458a or RR458Db. The Department of Assessment (DoA) will consult with NYS
ORPTS to update the application forms to collect such information frone fapyicants.
In the meantime, DoA will collect information for existing veterans when it conducts a
biennial collection of information, as described in response 1.b.
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b)

d)

& C)

Veterans that have been previously approved to receive exemptions are not reguared
apply for nor recertify their current exemption status. DoA will conduct the first biennial
collection of information in stages. The first stage will target the oldest of veterans
receiving the Eligible Fund (RPTL § 458) veteran exemption. n&kiestage will request
information for the Alternative Veterans (RPTL § 4B§8who have been receiving the
exemption for over five years. All other veterans who qualify for and receive real property
tax exemptions will receive requests for informatioerg 2 years. DoA will request
information such as proof of residency, proof of ownership, and relationship to the
gualified veteran. As previously mentioned, DoA will consult with ORPTS to determine
feasibility of requesting social security numbers didh dates during the biennial
verification process. If individual veteran taxpayers do not respond to the request for
information letters nor provide the requested information, DoA will further investigate the
qualifications of the taxpayers. DoA wikin collecting information for the Eligible Fund
Veteran and Alternative Veterans during the second quarter, 2019. Requests for
information for all other veterans will be completed in 2020.

DoA will schedul e and del istingExemgtiors Digigion e s h
personnel sometime before the end of the third quarter, 2019. DoA will also ensure that
for alll future new hires, exemptions tr

process. Additionally, DoA will provide annual &g to review process and local law
statutory changes. Annual training will occur every third quarter of each year.

DoA will review supplementary methods t
taxpayers whose property is still benefiting fromtheppay er s 6 exempt i on
will investigate available options for implementation before year end, 2019. Lastly, DoA
wi || review with | T and the County Atto
security numbers within our departmental rets

Auditor & Follow Up Comments to Recommendation (1)

We are pleasedith As s e s s nesponsedasur recommendatiana) through e) angd
encourage them to implement the Verification Process referred to in their response
including

9 consult withNew York Sate Office of Real Property Tax Servicks update the
application forms andollect information for existing veterans exemptions upon its
biennial collectiorof information;

9 conduct a biennial collection of information including proof of residency, fppbo
ownership, and relationship to the qualified veteran to ensureecerntified veteran
exemptions continue to qualify by meeting standard qualification requirements; gonsult
with ORPTS to determine feasibility of requesting social security numberbidhd
dates during the biennial verification process; and further investlgagualifications
of the taxpayers that do not respond to the request for information letters nor provide
the requestenhformation;
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AppendixDi Audi t ords Foll ow Up Comments to Depajt

1 schedutanddeliveii r e f r e s h ® all@xisting BxemmptionsgDivision personngl,

and
T review supplementary methods to obtflain| t
whose property is stildl besntadus.i ti ng from

We reiterate the need for a etime system wide erification ofall exemption categories
that are not recertified annually to ensure that all previously certified exemptions gre still
eligible and valid, not just for Veterans Exemptions.

Audit Finding (2)

(2) Numerous Control Weaknesses Exist in the Deptment of Assessment and the
AADAPTO System, Il ncreasing the Risk of Frauid

Audit Recommendations

We recommenthatthe Department of Assessment:

U)

a) Review all user access names and levels of access to assure that only authorized individual
have access to ¢hADAPT system, remove duplicate user access names which currently
exist and implement a system to continuously remove individuals who lose authorization,
i.e. leave the Department.

b) Work with the Department of Information Technology to perform a systers, do
identify any unauthorized access and establish an appropriate level of controls and role
hierarchy in the ADAPT system.

c) Develop and utilizeManagement Information System Repoasd exception based
monitoring to ensure all exemptions are propenteeed, approved and monitored;

d) Review all ADAPT user levels and identify a protocol to propedgregateisers, and
provide unique digital fingerprints for all individuals utilizing the system to ensure
accountability;

e) Develop procedures to ensure thdbrmation is accurately and consistently entered into
the ADAPT system; and

f) The County should adequately staff the Assessment Department with dedicated and
knowledgeable information technology staff.
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Department of Assess medatiod( Response to Redqg

a)

b)

f)

DoA will conduct a comprehensive review of all individuals that have access to the ADAPT
system and ensure that access levels are appropriate and in line with job duties. Access
will be restricted for existing employees if deemed necessargnooved for former
employees.  Secondly, DoA will require division supervisors to complete and authorize
new ADAPT user access forms for newly hired employees. Lastly, DoA plans to review
ADAPT access rights for all employees three times per yearcidoig with important

annual tax year eventdax status date, the finalization of rolls, and the production of the
tax warrants. The supervisor of each division will certify or request changes to the access
levels of their subordinates. The correctaaions will commence in the third quarter,
2019.

DoA will work with the Department of | nf
internal technology staff to establish systems audit plan to perform yearly. Systems audits
will occur every year ding the third quarter.

DoA is currently working with IT to develop an internal management information database
and anticipates it being rolled out before the end of year, 2019.

DoA will work with IT to revisit ADAPT user levels and if needed, requiresdiftevare
vendor to strengthen the systembés wuser a
vendor will commence in the third quarter, 2019.

The Quality Assurance Unit (QAU) will be documenting exemption process procedures
and expect to be completby year end, 2019. During this process, QAU will ensure that
it documents the accurate and consistent data entry into ADAP.

DoA and IT has hired several staff members with strong technology skills and plans to
continue to hire 2 additional employeestutland of year, 2019.

Auditor & Follow Up Commentsto Recommendation(2)

We are pleased with okecemsatiens a) theough @nsl|p o n s
encouragé\ssessmerntb:

1 conducta comprehensive review of access levels in the ADAPT system and to
implement supervisory reviews and certifications;

1 workwith the Department of Information Tiewology to establish an annual audit plan,
develop an internal management information database and revisit ADAPT user levels
to strengthen ttias; systemds user audij't

1 workwiththeCount y ExQealty Assuvaecé Bnit to document exemptjon
process proceduregand

1 continueto hire additional knowledgeable information technology staff
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Audit Finding (3)

(3) For Eight Years Nassau County Department of Assement Was Not Managed by a
New York State Certified Assessor as Required by the Nassau County Charter

Audit Recommendatiors:

We recommend

a) The County Executive & Legislature take stepsodify the Nassau County Charter to be
consistent with NYS Real Bperty Tax Law, whictprovides thatssessarbe appointed
to a sixyear term, not the thregear term in the Charter.

b) All future County Executives appoint only qualified individuals with proper certifications
to be County Assessor

Department of Assessmend s Response t & Recommendati on

a) Under Real Property Tax Law § 334 (2), the County is not obligated to abide by § 310,
wherein the term for a | ocal municipal.i
Although the County has the ability to amend Massau County Charter to modify the
term for the County Assessor to be aysar term, DoA will leave such considerations to
the County Administration.

b) The current County Assessor, David Moog is a qualified assessor under the Real Property
Tax Law and 2INYCRR § 8182.2.

Auditor & Follow Up Commentsto Recommendation(3)

a) We reiterate that the County Executive and the Legislatuvald reviewNew York State
Real Property Tax Lawrticle 3, Title 2 to adopa six year ternand qualifications for the
current and future assessors to include in the County Charter.

A\1%4

b) We are pleasethat the County Executive has appointed a qualified Assessor whp was
approved by the Legislature.

Audit Finding (4)

( 4) Nas s au Co uohAssessmentiPeroentdge headk to Disproportionate
APersonally Owned Clerqgy Propertvo Exemptio
Taxable Value Annually

Audit Recommendation:

We recommend that the Nassau County Department of Assessment punsse¢histh the NYS

Office of Real Property Tax Services and discuss the need for statutory changes of the Exemptior
for real property owned by a member of the clergy, so that the exemption is based on a percentag
of Assessed Value instead of a set dalkgp.
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Department of Assessment 64 Response to Reg

DoA, the Office of the County Executive, and the Office of the County Attorney have and will

continue to discuss modifications to state
assessment system and its residents. The aforesaid offices will examine the merits and effec
of the County Comptrollerdéds recommendati o

and the County Legislature regarding this issue.

Auditor & Follow Up Commentsto Recommendation(4)

We reiterate the neefdbr statutory changes of the Exemptifor personally ownectlergy
property or that a waiveis soughfrom NYS ORPTSo be adopted for Nassau Coustythat
the exemption is based on a peregetof Assessed Value instead of a set dollar cap

Audit Finding (5)

(5) The Department of Assessment Approved Tax Exemptions Received After the Taxable
Status (Due) Date, in Some Cases Over Five Months Late, Which Can Result in Favoritism
and Increasingthe Tax Burden for Others

Audit Recommendations:

We recommend thdlhe Department of Assessment:

a) Adhereto application guidelines and deny applications received after the dydadaie
acceptable legitimate reasons; and

b) Adequatelydocument files andetain supporting documentation for those applications that
have acceptable reasons and are legitimately accepted even though they were received aftg
the statutory due date

Department of Assessment 65 Response to Redqd

a) With the change in DoAdministration and the appointment of a new Exemptions Division
supervisor, DoA will adhere to the Real Property Tax Law and guidelines set forth by the
ORPTS. Starting in the"®Quarter, 2019, DoA will improve it customer servicing by
expanding its effrts to educate exemption applicants of the application deadlines and the
required information and documentation needed. DoA will revisit and post clearly written
information on thewww.AskTheAssessor.goand www.nassaucountyny.gawebsites,
attend community meetings and target mailings. Rather than wait to send out in one mass
mailing of application approvals before Aprittlapplication approvals will be maileaks
deci sions are made throughout the year.
DoA will continue to correspond with those applicants that have not provided the
appropriate information so that the applications can be approved timely. laisp
described will be executed with the goal of ensure that exemption applicants submit
applications in a timely, accurate and complete manner.

b) Under Local Law No. 12018, DoA has the legal authority to accept and process Senior
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Citizen Real Property a@x Exemption renewal applications after the application deadline

if the applicant demonstrates that they
will review the causes for delinquency on a committee basis and adequately document the
resulting detsions.

Auditor & Follow Up Commentsto Recommendation(5)

We are pleased wi t houAscenexendatioastd adllsere to eppligations e
deadlines

We reiterate that documentation should reeinedto support the validity of accepting
applications after the deadline.

Audit Finding (6)

(6)

The Audi tordés Sampl e Test |l ndi cated that

Should Have Been Rejected Based on Miscalculations of Income or Missing Documentation

Audit Recommendations:

We recanmend that Nassau County Departmemsgessment

a)

b)

c)

Department of Assessment 66 Response to Redqd

Verify all income and expensesported onall Tax Exemptionapplicationsto proper
supporting documentation

Implementsupervisory procedures to ensure that all supporting documentation is received
andreviewed prior to approvaand

Developa standard worksheet for application reviewers that provides consistency with
respect to determining income.

a)

b) To ensure that County residents are aware of all available and applicable exemptions and

DoA currently verifies and reviews all incomasd expenses reported on exemption
applications for compliance with state guidelines. DoA plans to strengthen its
documentation verification process by working with IT to develop an application that
allows for the entering and automated calculation cbime and expense data information
onto an electronic worksheet. The application will capture the name of the exemption
employee and his/her decision to approve / disallow exemption will require an electronic
approval by a supervisor. Initial exemption payee data will be captured and a
supervisor will be required to review the electronic worksheet as well as supporting hard
copy documentation before electronically signing off / approving the exemption decision.
IT is currently developing the applicaticand expects to be completed by the end of the
third quarter, 2019.
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that applicants submit all required documentation, DoA will be increasing outreach
efforts. Detailed plans were mention in Response 5a. Currently, DoA has identified
approximately ten to fifteen community sites to hold presentations informing residents of
available exemptions and requirements. DoA plans to hold these types of meetings before
the end of the third quarter, 2019 and every year thereafter. Concerning the review of
applications, the County Assessor, at the inception of his term, employed a new supervisor
with legal background, to oversee the administration and compliance of exesnption
processing. This division had previously been unsupervised in the years prior to the
current County Assessoro6s appointment.

As previously mentioned in 6.a, IT is currently developing the application and expects to
be completed by the end of the thitcager, 2019.

Auditor & Follow Up Commentsto Recommendation(6)

a)

b)

C)

We acceptA s s e s s methadbldgyg to develop a new electronic workshagtwell as
requiring supporting hard copy documentatiobefore electronicallyapproving the
exemptions.

We are encouragd by As s e s s me n tidicieasepdoranmusity dutbeachforming
residents of available exemptions.

We are encouraged by the recent appointment of a new supervisor with legal background
to oversee the administration and compliance of the exemption process thegvi@sspy
unsupervised itheyears prior to this appointment.

AUDIT FINDING (7)

(7) Assessment Did Not Recover 85% of Ineligible Exemptions Received By Estates and

are Allowing Some Exemptions to Continue Under the New Owners

Audit Recommendations:

We recommend that:

a)

The Department of Assessmenk pl or e t he benefits of cres
Restoration Affidavito to be filed upon
a deed can be recorded.

1 The affidavit should requirené parties to the transaction identify all property
exemptions, recover invalid prior and current year prorated exempdiothsemit
appropriate funds to the County. This should detail invalid exemptions received by
the Estate. This will ensure that inaéxemptions are recovered and collected;
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1 A copy of the Affidavit be forwarded to the Department of Assessment and
procedures developed to ensure timely review and removal of the exemptions and
full restoration of taxes for current and subsequent taxsye

Assessment require annwalrificationof VeteranExemptions

Assessment require social security numbers be prowiatédthe application andannual
verificationfor all Exemption types that have a primary residence criteria;

Assessment create amdplementprocedureso use social security numbers to ensure that
property owners do not receive exemptions on more than one property for those exemptions
with primary residence requiremenésd

Nassau County explore the potential benefits of creatmyraquiring the filing of a
6Change of Ownership Statementd and crea
exemptions ensuring that invalid exemptions are removed timely.

Department of Assessment 6% Response to Red

a)

b)

d)

e)

Pursuant to Real Poperty Tax Law A 520, Awhenev
corporation not otherwise entitled to an exemption from taxation acquires title to real
property which is exempt, in whole or in part, from taxation, such property shall be
immediately subject ttaxation and shall be taxed pro rata for the unexpired portion of
any fiscal year during which said transfer of title occurred, and shall be liable in full for
taxes in any fiscal year commencing subs
statue, DoA does not need an affidavit to restore a property to the assessment roll and
prorate the taxes for the now, unqualified property. DoA has and will continue to restore
and prorate taxes upon receivVving pmopertdenc
has transferred to another, unqualified party. DoA will continue to review and improve
our communication with the Clerkos Oof f
information in a quick and efficient manner. The Department will discussnigo&t
annual meeting to improveintergency processes with the (
the second quarter, June 2019.

As mentioned previously in Response 1b & ¢, DoA will conduct a biennial collection of
information for existing veteran taxpayers wipaalify for and receive real property tax
exemptions. This type of-verification will request documentation supporting proof of
residency, proof of ownership, and relationship to the qualified veteran.

As mentioned previously in Response 1e, DoAeviiew supplementary methods to obtain
the Adate of deat ho of deceased taxpaye
taxpayer so exemption status. The Do A
implementation before year end, 2019. Lastly, DoAmiliew with IT and the County
Attorneyods Of fice t he required measur e
departmental records.

See response 7c.

Although recorded deeds indicate ownership, DoA will discuss with IT the possibility of
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creating an intera | Afl aggingo system to notify
properties. DoA will meet with IT to discuss request by the third quarter, 2019.

Auditor & Follow Up Commentsto Recommendation(7)

We reiteratethe need to remove and restore invalid exgong in a timely fashion. W
encouragé\ssessment to review its process anordimation witht he County |Cl er
to ensure the timely removal of exemptions and restoration of Assessed Value.

D

We concur with Assessméntplan to conduct a bienniagsfication of residency, ownership
and relationship information for veterans.

We agree with the implementation of a flagging system to identify taxpayers who own multiple
properties to ensure the exemption is only applied to the primary residence.

We stand by our recommendatidhat procedures should be created to review and remoye all
related exemptions, upon change of ownership, ensuring that invalid exemptions are removed
timely.

AUDIT FINDING (8)

(8The Depart ment of A s s e s senreonsistest with N¥SYQounis o n
and Some Exemptions are Invalidly Coded

Audit Recommendations:

We recommend thdhe new Assesspor

a) ldentify andreview the invalidly coded exemptions to determine if they were legitimate
exemptions

b) Ensure proceduresare in place for the Department of Assessmett address any
exemptions thaiew York State lists afnot properlycodedl i n t he futur e;

c) Review and reconcile the differences in exemption counts reported to New York State for
past years; and

d) Implement accountality in the computer system for coding exemptions (i.e. those
granting exemptions leave a digital fingerprint) or prevent the system from allowing a code
that is not a valid NYS code.

Department of Assessment 68 Response to Redqd

a) DoAwill review, change, delete, and update all exemption codes by the third quarter, 2019.
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b) DoA will review for accuracy and appropriateness all New York State exemptions and
codes on an annual basis. This procedure will be implemented by third quarter, 2019.

c) DoA will review current exemptions counts, examine the differences with New York State,
and contact the state to determine the cause for the differences in the counts. This exercisg
should be completed by third quarter, 2019.

\ 14

d) DoA, through the ADAPT system, calneady track the history of an exemption for a
property and the grantor of the exemption. However, DoA will work with IT to increase
accountability measures. The Department will discuss these measures with IT during the
second quarter, 2019. Additioihg by the third quarter, 2019, DoA will implement an
annual review of New York State exemptions and codes.

Auditor & Follow Up Commentsto Recommendation(8)

We concur with Assessméntresponses addressing recommendations a), b) & d).

We stand by ecommendatiort) that Assessment review and reconcile the differences in
exemption counts reported to New York Statepfast yearsspecifically 2010, 2011 and 2012.
As shown in Exhibit XI on page 28 of this report, these 3 yegreseni72.8%of the btal
number of invalidly coded exemptions in the 10 year period (2G08L7).

AUDIT FINDING (9)

(9) Nassau County is Not in Compliance with NYS BgulationsRequiring an Exemption
Impact Report be Attached to the County Preliminary Budgetand Does NotReport
Adequate County Performance Measures

Audit Recommendations:

We recommend thdhe Department of Assessment

a) Review NYS reporting requirements and develop procedures to efisairthey arein
compliarceand remain compliant moving forward, and

b) Identify andreview potential performance measures that can be tracked to help perform
departmental work more efficientlguch as the number of exemptions applied dod
disclose the results to the public.

Department of Assessmentiodm@ Response to Redqd

a) DoA will conduct a comprehensive review of NYS reporting requirements and document
procedures to ensure requirements are adhered to and provided by the prescribed times.
Subsequently, employees will be trained on the procedures. This shouldgieted by
second quarter, 2019.  Going forward, any and all future legislative updates, changes,
and modifications will prompt quarterly updates to the procedures. Employees will receive
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b)

additional trainings as needed.

As previously mentioned in @snse 2b, DoA is currently working with IT to develop an
internal management information database and anticipates it being rolled out before the
end of year, 2019.

Additionally, in compliance with New York State law, DoA will produce and submit an
annual Exemption Impact Report to the Office of Management and Budget by month end
August, 2019 and annually thereafter.

Auditor & Follow Up Commentsto Recommendation(9)

We are pleased that Assessment will conduct a cgdramive review of New York Stat
reporing requirementand develop procedures to ensure proper compliance.

We concur with Assessméntefforts to develop a management information database to
identify and track performances measures.

We concur with A dospmduserardrstibmineExemptioa mpactdraport
to the Office of Management and Budget by August 2019 and annually thereafter to be
compliant with New York State Reporting requirements.

D

AUDIT FINDING (10)

(10) The Department of Assessment Does Not Maintain Adequate Procedsrand Auditors

Found that Income on Senior Exemptions were Calculated Differently by Different

Employees
Audit Recommendations:

We recommend thdhe Department of Assessment

a)

b)

C)

d)

Department of Assessment 6%0) Response to Redqd

Update and/or create operating procedures for all the various exemptesnusyed in
Nassau County; and

Assemble all procedures in one reference manual, copies of which should be provided to
each unit supervisor.

Provide adequate training to staff on policies and procedures to assure that exemption
applications are properly amonsistently processed.

Implement a procedure to review and approve procedures on an annual basis.
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The QAU is currently documenting exemption processing and customer servicing procedures
and exped to be completed by third quarter, 2019. DoA will schedule and deliver a training
to all existing Exemptions Division personnel at the time the procedures are finalized. DoA

will also ensure that for all future new hires, exemptions training is indiudepart of the

Aonboardingo
local law statutory changes.

process. Addi

tional
Annual training will occur in the third quarter of each year.

l'y, DoA

Auditor & Follow Up Commentsto Recommendation(10)

We are encouragedvith Assessmeid response that th€ount vy t
Assurance Unit is currently documenting a complete set of Exemptiocessing and
CustomerService procedures. Additionallyye concur S
trainingand review the exemption processan annual basis

wi t h

E xQuality
Apsogide
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